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The primax^r problems that the United States faces in 
Mexico are: (1) philosophy on the Government's role in 
economic development which discourages private foreign and 
domestic investment* and <2) an approach to international 
relations and Sino-Soviet bloc ^eluding Cuba) subversive 
activities which is not always consistent vttii the funda- 
mental security interests of the United States. 

I. Kexican-American Relatione 

Relations between the United States and Hexico are. 
basically friendly. KeaJ^o is traditionally wary of the 
Influence of the United States on its political and 
economic life but is also pragmatic in its approach to its 
relations i^ith the United States and recognizes that its 
future is tied cloaely to ours. Although Mexico vigorously 
insists on meticulous respect for its sovereignty and its 
position as an equal, it emphasizes its economically v?eaker 
position in seeking concessions and assistance from the 
United States or Ij^^lying restrictions on United States 
trade or Investment. Nevertheless it should be recognised 
that Heslco generally demonstrates a much more responsible 
attitude in almost all particulars than most other Latin 
American countries. 

II. Political Situation 

The Partido Revoluelonario Instltuclonal (PRI), which 
has dominated the country's political life for thirty years, 
la increasingly shoeing signs of strain from trying to com^ 
promise widely divergent ideologies t^ithln Its membership 
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aTu3~frbiriioiai^~the reins of office so long. The PRI by 
our political standards is generally lef t-of-center, and 
would probably .mem. further to the left but for the concern 
of Mexican leaders over the reaction of the United States 
and the adverse effect it would have on Mexico's ability 
to obtain foreign private and public capital to promote its 
econoniic and social- progress. Ihe impact of the Cuban 
revolution tended to polarize the political factions within 
the PRI and has stirred general public debate on political 
issues and principles. There has been an mdercurrent of 
political strife punctuated by occasional outbursts of 
violence usually fomented by the Conmunists or Castro 
followers. Discontent among the campesinos because of 
generally depressed economic conditions in the rural sector, 
which were aggravated by a decline in the rate of economic 
gr(»}th in 1961, has been a point of special concern to the 
( Government. The population pressures in Hexico and the 

economic decline have also had the side effect of swelling 
the flood of Mexicans seeking entry into the United States, 
thereby adding to our own uneisplpyinent problems. 

Former President Lazaro Cardenas is the apparent leader 
of the National Liberation Itoveaent (MLN) which is a front 
for t^e Conanmist Party. The MLN seeks to bring within 
its organization all of those on the far left, including 
the left-wing of PRI and has as a major objective exerting 
stifficient political influence on the President and PRI 
to secure the nomination of a President favorable to it in 
1964. The Freate Clvico . under the acknowledged leadership 
of forn@r Presidents Miguel Alem^ and Abelardo Rodr£guez, 
seeks to organize the moderate elements of the PRI as a 
counterpoise to the ambitions of the Communists and extreme 
leftists. 

I^e Catholic Church, a political force in Mexico before 
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the Revolution, has sought to rally the Mexican people 
against Ca5tro=Coas2imism in a campaign under the banner of 
"CristianisEio, si— CoraunlsiDo, no", while at the same time 
protesting that its activities are strictly non-political. 
Ldpez Hateos'is said to have had these demonstrations in 
mind vhen he said on June 7, 1961« that he t^ould not tolerate 
political agitation either tiie right or left. He may 
even consider the Catholic Church a greater threat to his 
political position and the dominance his party wields in 
Heslco than the Conanualsts and like-silnded parties in 
Hexlco. 

President Lopez Hateos personifies the present 
equivocation in Hexlcan political life, and many observers 
consider him tjeak and ineffective. However, it seems more 
likely that he has designed his tactics to ensure his 
personal control of Mexican political life to the maximum 
extent possible and that he le closely directing the 
present course of MeKlcan political and economic policies. 
Idipez Mateos has been schooled in the Headcan Revolution, 
which Is anti-clerical in religion, paternalistic on social 
problems, and centralist in politics, wttix a strong dl8» 
position towards government control and operation of tixe 
econosry. Tae Marxian approach to cconosiLc philosophy, in 
which Government ownership, control or direction of the 
means of production Is considered necessary and foreign 
investment is viewed as la^erlalistlc doalnatlon of the 
econ(»ay has found rather wide acceptance. However, the 
Hezlcan econosny Is still based primarily on private 
Initiative and most Hesican leaders can be regarded as 
non'Conssunlst in outlook. 
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III. EconCTnic Situation 

The Mexican economy experienced spectacular economic 
growth over the last tMo decades but the annual economic 
growth rate levelled off in 1956 to around 5%, and dropped 
to 3.5% in 1961. Gross national product is about $12 
billion. Per capita income in Mexico Is about $300, but 
the average in Mexico City, Monterr^ and the cities 
bordering on the United States is $600 or more. Manu- 
facturing has gradually increased as a component of GNP 
and in 1961 accounted for 25»7% of the total. The contri- 
bution of agriculture to GHP has dropped to 20. 3X, but 53Z 
of the population is engaged in agriculture. Comnerce 
accounts for 20.8% of GNP and other activities 33.2%. 

With a population growth rate of over 3%, per capita 
( growth rate in Mexico in 1961 was near 0. The levelling 
off of the growth rate over the last several years to an 
average of 5%, and the sudden drop in 1961, can be traced 
to a decline in private investment^ which for the first 
time in twenty years fell in absolute terms in 1961. Public 
sector investment has been increasing in both relative and 
absolute terms and accoimted for 47% of all investment in 
1961. 

Private investors have been disturbed primarily by what 
they consider encroachn^nt by tiie Government in fields here- 
tofore reserved exclusively to private investors and by the 
Oovemment^^8 attitude towards Cuba and Coinmsnism. They have 
complained that this encroachment on the private sector is 
financed by taxes paid by the private sector, and by deficit 
financing which accounted for about 7% of government expend- 
itures in 1961. In order to hold down the inflationary 
effects of its deficit financing the Government has restricted 
credit to the private sector. Finally, recent constitutional 
changes requiring pxoftt sharing and severely restrictlx^ the 



right to discharge workers, both changes being made without 
any consultation with business, have led to widespread 
criticism and mistrust o£ the L(5pez Mateos administration 
in business circles. 

The amount ot private foreign investment in Hexico 
dropped off in 1961 to less than $75 million, as opposed to 
an average of about $100 million. In addition to the 
policies of the Government which have concerned Mexican 
investors, foreign investors have been reluctant to invest 
in Mexico because of & policy of "Me_3d.canlzation" aimed . - . 
at having majority ownership of all private enterprises 
in Mexico in the hands of Mexicans. Ibis is a policy 
urged by Mexican businessmen, but also encouraged by those 
who are opposed to foreign investment on Ideological 
grounds . 

Imprudent statements in the simmer of 1960 by Mexican 
political leaders in support of Fidel Castro, and investors* 
concern as discussed above, sparked a flight of capital 
out of Mexico which did not slacken until Septeoiber 1961. 
There was another -iarge outflow in December 1961 following 
Mexico's vote in the OAS favorable to Cuba. Mexico lost 
at least $150 million in capital flight in 1961. Mexico's 
foreign exchange position has suffered seriously because of 
capital flight. In April 1962 real net foreign exchange 
holdings were almost $100 million less than in April 1961. 

In Jxme 1961 the Mexican President assured the public 
that he would curb political agitation in Mexico over the 
Cuban issue. In September 1961 he promised that the 
Itexican economy would continue to be developed primarily by 
private enterprise. In January 1962 at Ptanta del Este, 
Mexico took a public stand against the Castro regime, holding 
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it to be "incompatible with the inter "American system'^ but 
Mexico refus ed to a ccept a stronger resolution condemning 
CubiB and excluddLug Cuba from the OAS. In April 1962 the 
Government actively sought the cooperation of private 
investors in the development of some 500 new industries 
in Me3d.co. This move was part of a Plan of Immediate 
Action to cover the remaining three years of the L^pez 
Hateos administration. It calls for increasing internal 
gross investment from 15.5% of GNP in 1960 to 18.4% by 
1965. It proposes an increase of $200 million annually 
in foreign public credits over the present annual level 
of $300 million. It also envisages a doubling of private 
foreign investment to $200 million. Ihese public state- 
ments and actions have helped restore confidence, but they 
have not been sufficient thus far to generate a resurgence 
of economic activity. 

IV. Foreign Policy 

. Internationally Mexico has traditionally sought to 
avoid appearing a follower of the United States. It 
has forcefully asserted its national identity and advanced 
its own national policies, sometimes to the detriment of 
the United States, as in the case of UN consideration of 
Cuba in 1961. It is one of only five Latin American 
countries that still have diplomatic relations with Ciiba. 
Prior to the Cuban Revolution it was almost alone in 
espousing an independent foreign policy within the 
hemispheric family, but it now apparently feels it has 
found a kindred spirit in Brazil, and possibly also Chile, 
Ecuador and Bolivia. Meaiico is seeking to develop a new 
relationship with Brazil in which both assert an independent 
policy and non°aligmaent widi politico^military blocs. 
Mexico insists, however, that it is not neutral in its 
basic commitment to the Western Christian civilization 
and its fundamental ideals and to the inter'°American system. 
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A comraon racCife of Mexican representatives, at which 
they have been relatively successful in both the United 
Nations and the Organization of American States, is to 
seek compromise at the lowest common denominator on which 
they feel Heslco can agree. This very often results in 
resolutions much weaker than the U. S. desires. Mexico 
is only occasionally in open opposition to the United States. 
At the ISth session of the General Assembly the only signif i« 
cant issue on which Mexico voted in opposition to the United 
States was that of banning nuclear experiments and establish- 
ing nuclear->free areas. In the Law of the Sea Conference, 
Mexico took the leadership in opposing the efforts of the 
United States to obtain a resolution establishing the 
territorial sea at three or six miles. Mexico seeks a 
nine-mile territorial sea. At the Foreign Ministers' meeting 
on Cuba, Mexico opposed our efforts to obtain a resolution 
condemning Cuba. 

V. United States Objectives 

Our immediate objective should be to encourage such 
modification in policies of the L6pez Mateos Administration 
as will promote more rapid economic and social progress. 
After considerable urging by us, the L6pez Mateos Admini8tra*° 
tion has developed a three-year Plan of Action to spur the 
growth of the economy. This Plan has clearly identified 
the requirement for substantial additional domestic and 
foreign private capital if Mexico Is to achieve an average 
annual economic growth rate of 5% over the next three years. 
The Mexican Government has taken limited steps to adjust 
its policies with the objective of obtaining such invest- 
ments and it should be assured of our cooperation, to the 
extent feasible. In achieving that objective. . The philosophy 
which President Kennedy expressed in his speech to the 
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nni terf - g fiff^a'^^ajf^ of CooEBerce is the line we should 
seeK to have the Mexicans f ollov„ . 

Althou^- there-are some cases where Alliance for 
Progress funds would be helpful, promises of large-scale 
asslstanee at this time unless made conditional upon 
greater self-help and necessary reforms would only serve 
to relieve the pressure on the administration to pursue 
vigorously its efforts to mobilise capital from private 
sources . 

Our secondary effort should be to encourage Mexican 
support of our foreign policy objectives on the United 

Nations, Berlin, Cuba, disarmament and oj^r issues,, and . .. 
to dissuade Mexico frcan ef for ts to pursue an increasingly 
"independent" position, which may take on sob^ of tiie 
characteristics of non-alignment. 

, Ihird, the President may wish to consider taking up 
vltb the Mexican President specific bilateral Issues which 
are of particular timeliness. These include: (a) our efforts 
to get Mexico to agree to consider promptly and dispose 
of numerous outstanding claij ns. (b) the desire of HkSk to 
expawi its tracking opera^Lmi in Mexico for phases of 

^d'eVeiopment beyond~&e Mercury project, (c) our interest in , 
improving Mexico's air traffic control system in northern / 
Mexico as an aid ta our Air Defense System, and (d) our -J 
desire to have e:q»anded cooperation ^tth. Mexico in the ' 
control of narcotics traffic frcmi Mexico. 

VI. Mexican Obj ectives 

Mexico will be seeking? (a) assurances of large-scale 
financial assistance to promote its economic growth, (b) 
what it calls "just prices" for its prioaxy products such 
as lead and zinc, coffee, cotton, etc., and (c) r^oval of 




restrictions on Mexican exports to the United States. 
Kexlco will seek such concessions while avoiding any 
significant cotnml tment on its part to pursue vigorously 
domestic policies which would support any program in which 
we Slight agree to cooperate. 

Closely linked to these fundaoiental objectives will 
be t}ie_Mexic8tt effort — through adroit public! ty» any joint 
statement by the two Presidents, and ol^rwlse — to utilise 
the visit to prove to the Mexican people that the United 
States approves of all of the Mexican President's domestic 
and foreign policies. .The Mexicans .realize tfaat_lt will 
be almost impossible for the Itolted States to avoid con- 
veying that impression without destroying tiie value of the 
visit itself. 

President L^pez Mateos will also be seeking commitments 
that will help him politically during tJie remainder of his 
term and focus public opinion on something else than the 
stagnant economic situation. In pursuance of this objective 
Mexico has proposed discussing Mexico's outstanding ter- 
ritorial claims and its claim to a nine-mile territorial 
sea. Actually, Mexico hopes we can accept Mexico's claims 
before the visit and sin^>ly have President Kennedy provide 
confirmation. Acceptance of tiie 1911 Chamiza l award would 
provide the best single coonltment of tills nature for which 
the Mexican President could hope. Mexico will also seek 
definite assurances on our part regarding a program to solve 
the Colorado River salinity problem. 

^ The Mexican President would prefer to avoid ai^ dis- 
cussion of Cuba. Mexican policy is to ignore the Cuban 
situation, because the President and his advisers believe 
that the Ctiba problem will eventually solve itself. With 
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a history of intervention in HszdLco by the U.S., Msslco 
also feels that any acquiescence on its part on inter- 
vention in Cuba lElglit later be used to justify inter- 
ference in Hexlcan affairs. L6pes Ha tecs will also prefer 
to avoid any discussion of Sino-Soviet intervention in the 
Hemisphere or tiie t^eat that such interventloa poses to the 
security of Hexico, the Ibilted States or the Hemisphere in 
general. 
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Coaaanlaii in Mexico 



Smaaary 

Kezlis&n orfieials h«ve long tried to belittlv the 
coflssianlsfc problea in Hexico on the ground that the 
nuisbsr of knovm ComeaXnt Party neabers is relatively 
sisall, and that ths Hesican Revolution offers an aie- 
quat@ Etedium to satisfy the aspirations of the tlexi-san 
laasees for social and eeononie iaproveatent. While he 
Oosasiunists are not naoerieally strong* they wield a 
disproportionate influence in the country by their 
presenca In schools and universities, in the aovernoKit 
itself, in. scare labor unions and in fans associations 
The ad&2in:le>tration of President Lopes Hateos has Jailel 
fioise of the sost active CoBBmnists when they have dire>\;iy 
attacked the Governsent. 

Baolcgrouhd. 

Hesico has a significant coBBuhist probles but* in 
its desire to be liberal and tolerant of minority opinion « 
it frequently fails to take effective action to protect 
itself froB internal cossminist influence . azHl aggression. 
Th@r@ is also a widespread belief among intellectuals 
an3 officials, apparently including the President of the 
Republic, that soEBe ill-defined type of socialiexa is now 
the wa^e of the future. The Kexican Revolution's postu- 
lates, no^ largely embodied in the Constitution of 1917* 
are also believed by ssany Mexicans to be so advanced as 
to give their country a certain degree of imsnity froa 
the social and economic appeals of coasiunlsao 
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The conaBunlst effort in Hexieo is two -pronged. On 
the one hand, there are the Kexican conaunist parties and 
front -organizations working to spread eoosunist influence 
through national institutions. On the other, there is 
the presence of Soviet blocLdiplomatic missions directing 
their efforts against the United States and giving direct ios 
to the national cctEsunist eleoents of Kexico and Central 
Aserica. 
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TJa» parties that openly avow eoBBunist affiliation 

are: 

The ^xican CoBnaunist Party ( Partido Coamunlata 
Ffeglcano — PCH), of alsout 5»000 Bealdera ants an addi- 
tional 5*000 knoan synpathlzers ; this is a legally rec- 
ognized political party biat of insufficient strength 
to iseet ainiiaua sdsbershlp requireaents for having its 
candidate placed on ballots. (In the July 1938 Presi- 
dential election the PCH ran a candidate, but on a write-in 
basis). 

The Ifesican WorkefS* and Peasants' Party ( Partido 
Obrero-Caapegino Hegicano - POCH), of only 50 to 200 
iseisbers and tiOO known ayapathlzers, but highly vocal 
and claiBing to represent the interests of tens of thou- 
sands of workers and peasants; a legally constituted 
party but too szoall to sieet the requirenents for placing 
candidates on a ballot. 

The Popular Socialist Party ( Partido Popular Soeialista - 
PPS), of about 75*000 nembers and an estiasa ted 150,000 
s^apathizers; th@ personal party of Vicente LdSBARDO 
Toledano, long-time pro-cosaunist labor figure; a legal 
party «ith a large enough aeabership to aeet Binisuai 
requirements (75«000 registered seBbers) for placing 
candidates on ballots for Presidential and other elections. 

Finally, the National Liberation Hoveaent ( goglaienfco de 
Liberacion Naoienal - HUi}, which is not a political party, 
but rather elaisis it is sioply a "civic organization;" 
created in aid-1961 by a nuaber of proaiaent pro-coBEBunists« 
notably ez-Presldent Lasaro CABBBNAS, the HLK is a violently 
anti-United States, pro-Castro organisation which, .for the 
first tiae in ^esico, provides a cosaon aeeting ground for 
all eoiasunlst and pro-co^ssunlst groups; aeaflsers of the PCI!« 
the POCH and the PPS have also Joined the mst, which 
advances clalas of as high as 300,000 "aeabsrs" or adherents , 
undoubtedly exaggerated; the PCS is aaking a determined 
effort to gain full control of the MtiM. 

Kexican coaasunists probably exert their largest inflndnce 
in the field of education, both at the secondary and univer- 
sity level. The Noroal School, which prepares teachers for 
the public school systea, is also a center of cosauniet 
activity. In the University, certain schools and principally 
those of Econoaics, and Political and Social Sciences, have 
well-known Coamunists on the teaching and adalnistrative 
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staffs, AiBons. labor unions, two of the three eieotrloaX 
vorkers* groups and the Teachers Union are C«wuni8t 
Influenced. There are Coanunists esplo^fed in scne 
Governaent slnis tries « for the Bost part on the working 
level. In the state of Nuevo Leon, the Governor is a 
CoBtaunist e^pathiser and has appointed several aides 
laho are knoisn CoissBunists. 

Recent Devclopgents 

The Governsent has acted decisively against Coaaninists 
vhen the vital interests of the state have been directly 
threatened. In Harch 1939 the CooBunist leader of the 
Bailrcad Workers* Union was arrested during a strike that 
halted service on two antjor railroads. Two SBeabers of the 
Soviet Eabaasy were expelled froa the country for alleged 
participation in the planning of the strike. This union 
leader is now serving a five-year sentence. During the 
height of pro-^astro student desonst rat ions in August 
i960 &ttaclc3 were also directed to the Governasent leader- 
ship. Faxsed Bsuralist Alfaro SIQUEIROS, high officer of the 
Hesiean Cosaunist Party, was arrested. He was recently 
sentenced to an eight-year term in jail. 
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CAKDE3IAS del RCo_ 
(Pronounciedt ~' Ci 



^h-nahs) 

Former President of Mexico 



MEXICO 



. . General C^rdenae, fonner PreBident of Mexico (l93U-»»0) and 
one of Kexico^E nost controversial P^^f ' 
directly, but veiy influentially. Involved politics f^e. 
"Set seventeen years. The actual extent of his present power 
iTdeS^e: rLy Mexicans believe that he still ^as great 
SflueSe in MeSS; vhile others feel that he has lost mch of 
MB Wer and prestige, since his activities have heen rather 
S^iS^ely lestrlctedV the I^pez Mateos govei^nt. Vith 
cSdenas* «tireiDent from the ar:iy in January, hovever, and. 
ST^thdraval fiom the BOvex^nt;s ^ - 
Institutions (Partido Revoluciopario Instituclonal - ^J^* . 
I^pez Mateos nTT^r has direct avenues of control over the 
exSresident'B actions, Btatenents and travels. Hovever, . 
CiiSnas continues to hold the position of E^^^Jive I>irector 
oFthe Balsas River Developn«nt Project, to vhich he vas na^d 
in recemher I96I vhen President L5pez Mateos brought the six - 
Uvlng ex-Presidents into his government. 




Bom 21 May l895, 3^to a predoininantly Indian family, L^zaro 
C&den^s del Rfo received only a sixth-grade education and began . 
vorklng at an early age Ina printing shop. He Jf^ed the .... .. 

- revolufionaiy forces of General GulllerBX^ Garcfa Arag6n in.-; --rzL 
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- CARDENAS del- R^^^^^fe (Continued) MEXICO 

- 1913/ participated in many revolutionary campaignB, "be'coming 
a captain at the age of iB and a general ten years later. Out- 
standing posts he has held Include those of }iilitaiy Governor 

of the State of Veracruz (I918); Provisional Governor of Michoac&i 
(1920) and Governor of that State (1928-3O); President of the 
Executive Committee of the National Bevolutionaiy Party (Partldo 
RevolucioDBxio TJacional - PRN) (1930)j MiniBter of Interior 
(August-October; I93IJ J Minister of V^x and Marine (1933); 
President of Mexico (l93'j-^)5 Commander of Mexican ForceB, 
Pacific Coast (l9^); Minister of National Defense {lSh2'h'^h 
Executive Director, CommiBsion for Development of the !I3epalcatepeci 
River Valley (19^*^7-57); and Executive Director, Grijalva River 
Valley Development CommiBEion (l^k). In 19^ C^denas turned 
dovn an offer of the Presidency of the UN Food and Agricultural 
Organization (FAD), and in 195^ offered to resign his post vlth 
the lltepalcatepee CommlsBion, after critic i bid and allegatioiis 
charging misuse of funds; his resignation vas not accepted hy 
the then President, Rufz Cortines. From October I958 to Februaiy 
1959 he made a vorld tour vhich covered jnany "Western and Iron 
Cvirtain cotmtries, including the IJSSR and Comnninist Cliina. 

He vas listed as a vice president of the World Peace Council 
at the "World Peace CongresBeB at Helsinki (August 1955) and 
Stockholm (July 1958) and Bponsored the Latin American Conference 
for National .Sovereignty, Economic Emancipation and Peace at 
Mexico City (March -I96I), An organizer of the January I962 
"People's Conference" at Havana, he vas prevented from attending 
the conference hy the Mexican government vhich declared that 
if he vent to Cuba he vould lose his Mexican citizenship. 
.PreviouBly, In April I96I, Cardenas had arranged to fly" to Havana 
to assist in the defense of Cuba at the time of the Bay of 
Pigs invasion but (reportedly, l^.-.direct order of the President) 
the aircraft vhich he had chartered vas not permitted to take off. 

General C£rdenas is married to the former Amalia Sol(5rzano, 
by vhom he has a. son, Cuatiht^moc, an engineer in his: mid-tventiesj 
he also has an Illegitimate daughter, Alicia, beHeved to be in 
her late tventies or early thirties. He speaks no foreign . 
languages. 
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Subject: Progr««s» Operation MoagooM 

Prooidant in Meadco . Stato roportod that Prooitet Kraaody** 
visit to Moadeo greatly oahaacod U. S. goed*wiU in kConico, was 
marked by the abgenee ol pro-Caetro propaganda, and InlfiUed U.S. 
plane to impreee upon Caetro that Mexico, upon whom the Qt^»tni^\ 
regime eouaU a« an ally, le eolidly with the United Statoa and 1M ^ 
Weet. In diecueaione about Cuba, President Lopoa Matooe mnjf/titmmd 
the Mexican view that Caetro was in trouble and that hia regime s 
would fall of its own weii^t. President Keanedy expounded the V.li^ I. . 
view of the Cuban problem; State believes this should ease the wmf - 
for future discussions about Cuba witt tha Moxicant. ^ 

Joint Communique . The Joint eommuai<tus issued by Preeident 
Kennedy and President Liopea Mateos, included a topic of interest to 
Operation Mongooses "Botii presidents reaffirmed the dedication of 
their countries to the ideale of individual liberty and personal dignity 
which constitute the foundation si a civilisation which they share in 
common. In consonance witii their dedication to those ideals and 
acting always as sovereign and independent countries, which decide 
their own policies and their own courses of action, they propose to 
respect and maintain the principles of non-intervention whether 
this intervention may come from a continental or extra •continental 
state — and ef soli -determination e< peoples. " 

91(1 t^ii^^ that the Mexican press and political observers 
litilSiSiiai<iffNiip^ a« evidence of Preoidsnt Kennedy having 
••■MlipiijtfMllirriVlii III II • ■ policy of "hands off Cuba. " In response 
tn-asf ^HMTW llMi Ssfpartment of State said: '*There were no develop- 
ments reeulting from the President's trip to Mexico, including the 
text of the Joint United Statee -Mexico Communique, which alter the 
basic guidelines governing the Cuba pr oject. " 




Partiaily Declassified/Released on ^"^'^^ 

f^j,- J c n 1 "occ 




Operation . My visit to the Miami area Included dieeussione 
with the operation* staff of the CIA station, which carries the brunt 
of current work on Operation Mongoose. I was pleased to note 
that CIA has built a team which has a number of people experienced 
in operations into Communist -controlled areas (Europe and Asia), 
whose know-how strengthens the operations of people with Latin 
American experience. They have some problemSt most of which 
are being resolved on the operating level. Some problems involve 
policy matters, which are being staffed for presentation to you. 

Overall, this is a splendid effort by CIA within present guide- 
lines. On intelligence -collection, the magnitude of the special 
emphasis given the operation is indicated by the presence of 4S 
agents now in the Habana area alone (a rather remarkable accomplish- 
ment in a Commui^st capital where there is no official U.S. presence). 
Xa addition, there are agents and teams in the provinces; efforts ar« ' 
being made to complete the provincial coverage at an early date, since 
there are some areas insufficiently covered now. 

"Voice of Cuba. " The separate CIA -weekly report not ed the 
successful initial ^^osi^e^»^»^//llf///////ll//f///l^th9 U.S. 

publication of the fact that such broadcasts were heard in the U.S. . 
and the replay of this news back into Cuba for the general public. It 
is noted that UPl carried this news item, but spiced it up with added 
stories of Castro's use of militia against guerrillas in Matansat. 
The two stories put together by UPZ have no relationship in reality, 
and the "Voice of Cuba" broadcasts are being closely directed to fit 
in with other operations and to keep within Mongoose guidelines* 

Diplomatic. State reports that diplomatic efforts are being made 
to block Cuba's application for accreditation to the European Economic 
Community. Similarly, efforts are being made to exclude Cuba from 
the proposed Latin American Free Trade area. 

Contingency Plaanins « Rumors in mid-June of a Cuban uprising 
led to my tasking Defense for further contingency planning, including 
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You will be iaformedi when thia pUnniag if 



Defenie Intelligence . Defenae it reviewing actively iti rea- 
ponaibilitiea for intelligence collectio n in Cuba, with a view of 
atrengthening the effor t conaiderably 



Voice of America . USIA reported that VOX conceatrated moatly 
on the Preaident'a trip to Meadeo. Other telling aewa Itama w«re a 
Coata Rieaa labor union condemnation oi the Castro tyranny, inter- 
viewa with Cubana who had eacaped from a concentration camp and 
who gave txvinute detaila of the terrible conditiona, a quote from 
Caatro'a own preaa about chaotic adminiatration (367 daya to anawer 
a letter from a Cuban aaking permiaaion to acquire induttrial equip- 
ment), the atory of Cuban atudenta diaappointed with Ruaaian agricul- 
tural achoola (VOA pointed out that Ruaaia. with its own agricultural 
failureat was not in a position to teach othera). and an interview with 
a person from Cardenaa where the recent hunger demonatration led 
to a big Castro miliury show of force. 
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DEPJkHlTHEHT OP STATE 
■ Hay 27i 19^3 



TO ■ I: Kefflti&3?s - l<atln Afflerloan Poliqj Coinmitt^^ 

SUBJECT ; Ant L-Subyere Lett Cap^bliitl^e and BKt&n^ of ■ 

Cast ro-coiiiiniiuii&t. Threat; in Latin American CouititrleB » 



- I attach a <;it>imtry by country conpilation %fhiah attempts 
to set forth in 'brief fashion th^lr sntUsubversion oapabllltlos 
fiiid the extent of the, Castro ocmijiruniBt -threat. I believe that 
in most cases, the' material has been checked out with your staffs. 

This was initially prepared for another purpose but it . 
occurs to ne that it night prove a useful Jumping off point for 
a LAPC discussion of whether in the rather considerable number 
of countries with inadequate capabilities, there are any things 
that we might do to . Improve those capabilities more rapidly than 
present policies , are doing. Every now ahd then this kind of over- 
all look may be a stimulating suppiera^t to our country paper 
'discussions*. ' \ '. % '■<'J>-b! .. 

■• . I- Will a chadule; ; %i,E for d is ous si<Hi atVa • meet ing In two or 
■ three ■ weeks - :■■ ". ■ ' 
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Aitt^^Sabwanalon CaTiabllltlas and 
' ■ ■ Sgtmt of Castro-comurnlat Ihroat 

a. Capabilities 

a< jFtallea In ifiaylco City and possibly' In Guadalajara end a 
fw othors the Police a.v& capable of dflolin^ with a lars^-ocalo vlcQjont ; 
decionstratlon* Out$idft of these ttioy are not, 

b. rillltary - The kmy is used bis a national police force and . 
ia gfanarally capable of handling Glance. H»fever« its wjplpnsnt Is . .. 
antiqiiatod and the Amur could not de^ oXXactlvely with a idde-^preed *^ 
internal uprising* ' - - 

*v ■ IhtolHitenge Ihe ISlnlstiy of Gow&imant, in cogperation 
-Nith ttw intoHigenoa services of Arncd Forces end U& asonciee, 
. does a ^asonebly good Jcfb of X«llowijii6 6ubv«rsiv« actlvitlaa. Qio 
problea is oonplJLcatQd Sacausa of the diplooiatio missions of the VS&tif ., 
HhoA and Cfuba and boumso II»dw hfts ^rvti haven to Spaniah rofaseafi, 
Jtaoord-oau eooounists.and others* B^cauao of tlw Ixm pa? it is presunsd 
that tha Soviet BXoo Ka« racrtiitad agents in the via:icus sacurity servicbe. 

2.- Win to -Agfe ; ■ " ' - 

: . iatlionjgh thero Is A diaqtiieting tolel^tjm of cccnsunlst activity^- ; 

■ the GavsRunant, as it aimowicad in Juna' 191^/ liaild probably seel: to ; 
''jdeol fifsQy with daanon^trations and othar violence* (In the l?59-6l 
V^perdLod when CkifiraiMniflnt attitude was eqjuivocal; there vag a lAdc-Apmad^' ' 
^ocBMUiist^Led Ril 8tri3ce with apparent Involveeaent of Soviet ^bassy 
i-perscsmel, and the post-Bay of FI^s danonstrationa got out of hand« 
.Hovavar, violanea in Saipteaiber ISol and lata 1962 pnoptly oon- 
vtiwllaa/ albeit with sote loss of life.) . ,1, 

y^.' • EEtent of Thraat 

Ilexico. has a difficult security probleo Hhich cculd associe serious 
, proportions filth dotansined organisation. Ibxt (lexicsn Go^mcicnu has 
-rtKen siii^caesJ^il In keeping th« coxEunist eleoents ' splitj and the cq annnjs ta 
■ •■ theogelvoa havo fra^nted <?n do^tcdnal differences and because of peraori- 

■ ality conflicts maris caarainigt lead erg. The National Liberation Ilovcacnt 
onl its of Caprine, the Indctpcndcnt Farcers Central, haw nedo iflde-sprood 

.• oTsanising effc'rtsp These or^^^aiz^itlonc d<? not appeir pogo a setdoile. 
threat at present* Hovovor, ihay sro ti;;,dYi- to ei'^aniM the r„ral pojutt- 
: lation, ospociall^ tha ostijnatQd throo i.iilliccri IccMjIoss peasants tjiw fsel 
deserted by tho -lloadcan Revolution and th^ Adiaini^tratlm party, the 
Pftrtide RsvelMelgnnrlo Ijistitutional CpSL). 
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Background Paper 
U.S, - MEXICAN COOPEaATION ON CUBA 



Political Relations with Cuba 

Mexico has taken unpubliciaed measures to restrict 
travel to and from Cuba and has cooperated with us against 
Castro in other ways which do not draw public attention. 
For domestic political reasons, however, the Mexican Govern " 
ment tries to avoid having to take a public stand in -the 
OAS or elsewhere on the issue o£ action against "Cuba . 
Mexican leaders have no sympathy for the Castro regime, and 
they realize that their vital relations with the United States 
can be jeopardized by seeming to be neutral on the Cuban 
issue. Nevertheless, there is a vocal minority in Mexico, 
led by former President Laza? ^ Cardenas, which still supports 
Castro. The hand of this pro-Oastro element is strengthened 
by Mexico's traditionally strong opposition to invervention 
in the internal affairs of another state. With a national 
election in the offing, Mexican leaders are extremely 
reluctant to have the Cuban issue emerge as a divisive 
political force. Proposals for firm OAS measures against 
the Cubans on the Venezuelan arms cache issue therefore 
will present a problem to the Mexican Government* 

Mexican Transportation Links to Cuba 

No Mexican vessels have called at Cuba during the past 
three years. 

Mexican air service to Cuba is limited to infrequent 
unscheduled charter flights ^ and tx^ice monthly unscheduled 
flights (with no passengers) by the Mexican carrier, SAESA, 
to move accumulated air mail to Cuba, primarily originated 
by Cuban exiles In the United States. 
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On the Cuban side, Cuban vessels — and Soviet trawlers 
based on Cuba — make regular calls at Mexican ports. The 
Cuban airline , Cubana, flies on the average between once 
and twice weekly , and occasionally all flights have been 
suspended for brief periods for maintenance or commitments 
to other runs. We have approached the Mexicans both 
bilaterally and through the OAS in order to control travel 
to and from Cuba because It allows Latin American subversives 
to obtain special training. Mexican cooperation has been 
good . They have restricted the issuance of Mexican transit 
vxsas and have generally honored the requests by other 
Latin American Governments not to permit movement of their 
nationals whose passports, were not validated for travel to 
Cuba. Cuban aircraft of Soviet manufacture have been 
prevented from' landing in Mexico. 

Economic Facts 

Mexico is a minor trading partner of Cuba. During the 
first six months of 1963, Mexico exported $180,000 to Cuba 
In drugs,, and food products. Mexico did, however, export 
some yellow sulfur, a critical item for Cuban nickel pro- 
duction. Imports from Cuba are insignificant. 

Despite continuing good cooperation, Mexico is, 
according to a Department of Commerce analysis, one of the 
three most important trans-shipment points for United States 
origin goods. 
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Background Paper 
POLITICO- ECONOMIC SITUATION 



As Mexico looks forward to a change in national 
administrations later this year, the prevaili-ng mood is one 
of optimism. The dominant political party, the P3.I, has 
chosen in Gustavo Diaz Ordaz a presidential candidate who 
has a reputation as a forceful personality and who was 
considered the most moderate of all the aspirants to the 
PRI nomination. This does not suggest, however, that he 
will make any significant change in Mexican policy. His 
selection has engendered confidence in the continued sta- 
bility of Mexico^s unique political system. The Mexican 
economy has recovered steadily since the recession of 
1961. With business men reassured by the nomination of 
Diaz Ordaz, even the slump which is traditional during 
election years in Mexico may not materialize. 

During his final year in office, President Lopez Mateos 
will try to avoid the emergence of any issues v/hich might 
result in national or party disunity and thereby endanger 
the peaceful transfer of power to his successor. Major 
innovations j.n domestic policy are unlikely. In foreign 
affairs, the Mexican Government regards the issue of Cuba 
as the most serious threat to national unity. Mexican 
leaders feel themselves caught on the borns of a dilemma. 
On the one hand, there are the nationalistic and historic 
pressures to resist any semblance of U.S. intervention in 
Latin America, and on the other, the reality of Mexico's 
overwhelming economic dependence on this country. Thus 
Mexico's Cuban policy is aimed at avoiding any confrontation 
in the CAS which V70uld force it to take a public stand .on 
further action against Castro. Farther afield, Mexican public 
opinion is not easily aroused by events outside the Western 
Hemisphere, and President Lopez Mateos can be expected to 
pursue actively his goal of building an image as a world 
statesman, following an "independent" foreign policy. 

, , He 
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He will receive President de Gaulle in Mexico City in 
March, and is reported to be planning to visit Great 
Britain, Belgium, Italy, and, possibly, the Soviet 
Union in the spring. Lopez Mateos recently permitted the 
establishment of trade and cultural contacts with Commu- 
nist China. But he has assured us he will not establish 
diplomatic relations with Red China. 

When Gustavo Diaz Ordaz begins his six-year term on 
December 1 the most difficult problem he will inherit will 
be the extreme ^poverty of the millions of inhabitants of 
rural Mexico. In his campaign speeches, Diaz Ordaz has 
vowed to attack the agrarian problem and has sho^Tn a good 
grasp of the measures needed to make progress in that area. 
A major task of the new President will be to move the 
divided and. graft-ridden Mexican bureaucracy to bring to 
bear on the agrarian problem a number of essential technical, 
financial, and other institutional reforms. 

In attempting to bring to Mexico's peasantry the 
benefits of a developing society, Diaz Ordaz will have a 
number of factors in his favor. Due to its good record 
of price and exchange stability, Mexico's credit standing 
abroad is excellent; it should be able to continue to borrow 
several hundred million dollars a year for its development 
needs. Mexico has an experienced and enterprising private 
business elite, who, with proper encouragement from the 
Government, go a considerable distance in providing the 
several hundred thousand new jobs in industry which are 
needed every year to drain off the surplus rural papulation. 

Mexican - United States relations are very good, and 
should continue to be, provided we demonstrate to Mexico 
that we will respect its vital interests. In the present 
context, this means, solving the Colorado River salinity 
problem and softening the effect of the termination of the 
bracer o program. 
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Background Paper 
COMMUNISM IN MEXICO 



Summary 

Mexican officials discount the Communist problem 
in Me:-:ico on the ground that the ntamber of known Com- 
munist Party members is relatively small, and that the 
Mexican Revolution offers an adequate alternative to 
satisfy the aspirations of the Mexican masses for social 
and economic improvement. While the Communists are not 
numerically strong, they wield a disproportionate in- 
fluence in the country by their presence in schools and 
universities, in the Government itself, and in some labor 
unions and farm associations. Tne administration of 
President Lopez Mateos has jailed some of the most 
active Communists when they have directly attacked the 
Government . 

Background 

Mexico has a Communist problem but, in its desire 
to be liberal and tolerant of minority opinion, it 
frequently fails to take effective action to protect 
itself from internal Communist influence. There is 
also a widespread belief among intellectuals and of- 
ficials, apparently including the President of the 
Republic, that some ill-defined type of socialism is 
now the wave of the future. The Mexican Revolution's 

postulates 
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postulates, now largely embodied in the Constitution 
of 1917, are also believed by many Mexicans to be so 
advanced as to give their country a certain degree of 
immunity from the social and economic appeals of 
communism. 

The Communist effort in Mexico is two-pronged. On 
the one hand, there are the Mexican Communist parties 
and front organizations working to spread Communist 
influence through national institutions. On the other, 
there is the presence of Soviet bloc diplomatic mis- 
sions (including Cuba) directing their efforts against 
the United States and giving direction to the national 
Communist elements of Mexico and Central America, 
Communist China is also intent on establishing a pres- 
ence in Mexico and recently has made some headway by 
staging a trade fair and by buying Mexican vTheat and 
cotton. Mexico, however, does not have diplomatic 
relations with Communist China and has in the past 
supported continuing the representation of the Nation- 
alist Chinese in the United Nations. 

The Communist movement in Mexico consists of a 
multitude of parties and front groups, reflecting both 
Moscow's willingness to use a variety of approaches to 
increase Communist power in Mexico as well sis the in- 
ability of native Communists to agree. 

An orthodox Communist party, the Partido Communis ta 
Mexicano (PCM) has at most 5000 members. A pseudo- 
nationalist Communist party, the Partido Popular Social - 
is ta (PPS) has about 50,000 members and is registered 
to take part in national elections. 



The most serious effort which the Mexican Communists 
have made in recent years to obtain mass support was the 

formation 
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formation in 1961 of a pro-Castro front group, the 
National Liberation Movement (!/[LN) . The MLN was founded 
at the height of pro-Castro sentiment in Latin Ameri- 
ca and had as its unofficial head the still popular ex- 
President of Mexico, Lazaro Cardenas. Beginning with 
the early defection of the PPS, the largest Communist 
party, and coinciding with the decline of Castro' s 
popularity over the past two years, the MLN has failed 
to materialize as a serious threat to the PRi's domina- 
tion of the political arena. A similar organization 
sponsored by the leaders of the MLN to organize the 
peasantry also has met with little success. The latest 
political efforts of the Communists have taken the form 
of a front party, the Frente Electoral del Pueblo (FEP) 
which failed to meet registration requirements, but 
will conduct a write-in campaign for its - candidate. 

Government Action to Check Communism 

VJhenever the Communists have directly threatened 
public order, the Mexican Government has acted decis- 
ively against them. The Government has broken illegal 
strikes led by Communists, prevented or disbanded 
demonstrations which threatened to get out of hand, 
and arrested and sentenced to long jail terms the Com- 
munist leaders of such disturbances. The PRI presidential 
nominee, Gustavo DIAZ ORDAZ, as head of the Government 
department which has had the job of preserving internal 
security, issued the orders for these crackdowns on 
Coxramanist agitation, and has generally adopted a hard 
line . toward the Communists. 

Although the Communists do not represent an electoral 
threat to the PRI and have not been allowed to get away 
with civil disorder, they have been successful in infil- 
trating the teaching profession and to a lesser extent, 

government 
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government departments, trade unions, and peasant 
associations. It is in this area of infiltration and 
indoctrination that the Mexican Government has been the 
most negligent and xjhere the Communist threat is 
greatest in Mexico. 
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MEMOKANDUH FOR THE PRESIDENT 



Subject: Your Meeting with President Lopez Mateos 

We do not expect to make an v maior pollttcal decisions 
but want to give new emphasis to the friendly relatjona 
which exist between Mexico and the Ihilted States. These 
relations are now ^t an all-tin^ high* Mexico felt It had 
a real friend In President Kennedy. Thev feel the same 
relationship exists with vou but want to be reassured . A 
warm Texas handshake and abrazo when you greet Lopez Mateos 
at Los ^geles would symbolize the continuance of tiiat 
relationship. 

We want to stress the Identity of interests of our two 
countries and our ability to work out in the "spirit of 
El Chamizal" any problems tha.t may arise between us. 

Despite the informal atmosphere of the visit* we 
should give scrupulous attention to Mexico's extreme 
sensitivity on sovereign equality and Mexico's strong 
desire to avoid any appearance of subservience to the 
United States. 

Lopez Mateos speaks for the Mexican Govemaent and 
no important decision is made without his approval. He 
has followed an "independent** foreign policy but knows 
that good relations with us, especially in the economic 
sphere, are essential to his country. At times his foreign 
policy has been too independent— for example on Cuba and in 
commercial and cultural relations with Communist China. 



But 
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But . whgTi ftmdgmental Issues ara at staka ^lye hava usually 
: found him underatandinq aad willing to be helpful -^controlling 
travel of Castro agents, non-recognitton of Red China, offer- 
I ing help on Panama* 

Lopez Mateos has choeen his successor* Gustavo JiJAZ 
Ordaa, who will take office In Decenaber 1964 after elections 
in July. Povjer la therefore drlftinisc tox^^ard Diaz Ordaz , 

Enclosed is a paper on points which it is suggested 
; you raise at the toeeting, and those which it is believed 
J Lopez Mateos will raise. 



75/ Dean Bm& 
Dean Rusk 



Enclosure: 



Paper on points to be 
raised at the meeting 
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MAJOR POINTS OF IMTERE3T TQ THE UNITED STATES 



1. General Information and Hemisphere Relations 

~^ We desire to contintie close working relations vith 
Mexico both within and outside the OAS and the UN. 

We hope Me^cico will continue to use Its key political 
and geographic position to help control Castro/Connnunism, 
: Mercico Is very sensitive about publiciging its cooperation 
and we have carefully avoided anv public comment on Mexican 
control measures . 

Mexico has offered Its assistance on Panama. Mexico 
is not aware of the role of President Orlich of Costa Rica 
' -It^ mediation effort s and ve do not desire that this cotro to 
I Mexico's attention. We welcome Mie:clco's assistance within 
I an OAS context. 

J 2, Red China 



The coming visit of De Gaulle to Mexico and Brazil in 
March has prompted speculatlen tha t these two countries 

( are about recognize Red Chin a, f B 
^ f 
f we do hoc cesi.?^ 
igo raise cms issue, out it Lopez ^latsos raises it, we 
should let him know we are aware of his asanrances. 

3. ^xico*3 Role in ,the All^atnca for Propyess 

Mexico's participation In the Alliance Is essential 
to its success* Mexico has played a leading role in IA*ECOSCC 
and has named the Director General of the Bank of Mexico as 
its representative to CIAP. It has cooperated with us in 
providing extensive training facilities for Latin American 
technicians. Ve want Co encourage Mexico to make a greater 

contribution 
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contribution. Mexico is making renewed efforts to promote 
private enterprise and we also want to encourage Mexico 
aloiig this line. We ahouXd continue to cooperate with 
Mexico in maintaining financial stability and promoting 
economic development. 

Diaputed Tracts en Rio Grande 

There remain several tracts on the Rio Grande over 
xflhich sovereignty is in dispute. We desire to have the 
International Boundary and Water Coranission sttidy these 
problems and recommend a solution. 

3. Control of Narcntlcif 

Mexico and the United States are cooperating in 
controlling the importation of narcotics and dangerous 
drugs into the United States. We should strengthen this 
cooperation in the mutual Interest of both countries, We 
hope therefore that jMsKico will agree to periodic meetings 
of the highest law enforcement officers of the two countries. 

6* Desalinlzation Plant at THuana 

An appraisal report by Interior shows that this is 
the most economical way to supply water to Tljiaana. We 
are prepared to go ahead with a feasibility study if 
Mexico desires and wilt share the cost. 



MAJOR PQI ^S LOPEZ MATEOS IS SXgECTBD TO RAIS^ 

!• Salinity Problem on Lower Colorado 

The Mexican President wants a reaffirmation of Presi- 
dent Kennedy's commitment "to reach a permanent and effect- 
ive solution at the earliest possible tins" of the salinity 
problem. We can agree but should avoid any eommitment on 
tlMng. If Lopea Mateos raises the related problem of the 

groundwater 
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groundwater recovery program at Ytnna, we agree that the 
Boundary Conmission should atudy the problem. Farmers 
in the lower Rio Grands Vailley are seriously concerned 
about saline drainage discharged into the river by Mexico 
and want the Boundary Commission to achieve an early 
solution to this problem. 

2. Bracero ?ropyam 

The Mexican Govejmment is privately seriously 
disturbed about the termination o£ this program. Con- 
Rresslonal opposition to It is strong and ve cannot commit 
ourselves to continue the propram . We are looking into the 
problem to see if anything can be done to help Mexico. One 
possibility is an expanded community development program 
in Mexico through private channels (P.L.480 foodstuffs 
through U. S, voluntary agencies) if Mexico is interested, 

3. Mexico's Concern about U. S. Trade Policies 

Mexico is concerned about United States restrictions 
or threatened restrictions on textiles, lead, zinc and 
n^at and other products and United States cotton policies 
which it claims hurt Mexican cotton exports to the world 
market. We recognize that we are natural markets for each 
other. We desire to expand trade, pronoote con^etition and 
develop markets. We want to maintain or expand the present 
level of access to each other's market but we would not be 
able to guarantee Mexico its p^reaent share of our market In 
each commodity or a share in Increased consumption* 

4. Chamizal Settlement 

Lopez Mateos wants to be recorded in history as the 
man ^o returned the Mexican flag to the Chamizal. He 
wants a ceremony at the Presidential level at El Paso-Ciudad 
Juarez before December 1964 to symbolize the Chamizal settle- 
ment. We should only agree to consult later in the year on 
an appropriate ceremony and a possible date« 
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NATIONAL SECUEmr COUNCIL 




Bronley aaith: 

Attached are memorandar of conversation 
on the meeting with the Mexican PresicLent- 
Alect. 

I recanmend tlat they be approved. 

I suggest State excerpt Part I and 
send only that part to the other agencies that 
need to have it. 

Part II should be made Limited 
Distribution, If it should get out to the 
public it could really hurt Diaz Ordaz. 




HMS 

S.0. 12356, Sec. 3.4 
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Memorandum of Convwafion 

Part II of II 

Mexican-Cuban Relations 



DATE; November 12, 1964 
5:00-6:00 p.m. 
LBJ Ranch, Texas 



President Johnson 
President-elect Gustavo DIAZ ORDAZ 
Ambassador GARRILLO Flores 
Thomas C, Mann^C^ • 



S/S 
G 

INR/OD 
AKA - 5 

Amembassy MEXICO CITY 
Uhlte House - 2 



....^fesc;^ NABS, Date JtJI^ 



r 1 

Vlhlle in the automobile, the President asked Lie • Diaz Ordaz , 
what the Mexican people thought about Castro, 

The Licenciado said that there was a small group in Mexico 
who loathed Castro and, at the other_extreme, another small group 
who thought he had the cleanest politica:'. banner in the hemisphere. 
The great majority of people were in between and there were many 
variations in the way they thought. 

He said that Castro had no, appeal for the great majority of 
Mexicans and did not constitute a political threat in Mexico. The 
majority of the Mexican people did not like the idea of intervening 
in Cuba's internal affairs, particularly since historically Cuba 
had been a refuge for Mexican policicians in exile and, conversely, 
Mexico had been a haven for Cuban politicians who had fallen on 
evil days, Mexico's hope was that the Cuban people themselves 
would find a way to return Cuba to the democratic path and even 
harbored the idea that at some propitious time in the future — 
Mexico knew that this was not the time — Mexicans might be able 
to be the bridge over which Cuba could come back to freedom* 
Meanwhile, Mexicans were disenchanted with the undemocratic 
[ procedures and the excesses in Cuba. 



J 
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The President asked what LicencladoL Plaz Ordaz thought about 
. le resolutions adopted at the Foreign Ministers Meeting concerning 
Llie isolation of Cuba. The Licenciddo replied that he had not had an 
opportunity to study in depth the validity of Mexico's juridical 
position but in essence it was that the decision of the majority 
ssemed to have been directed against a minority o£ four and was 
Clot binding on Mexico unless and until approved by the Security 
Council of the United Nations, 

The President inquired whether this juridical position would 
not basically weaken the validity and effectiveness of the 
Rio Treaty -- whether it did not nullify the treaty and impair the 
ability of the American States to protect themselves against 
aggression in the future. 

Lie enciado Diaz Ordaz stated that he personally shared the 
President's preoccupation. He noted that the Security Council 
could hardly pass favorably on a resolution of this kind in view 
of the Soviet veto. At this point. Ambassador Carrillo Flores 
asked his President whether it was not true, that Che essence of 
the Mexican position was that the facts in the Venezuelan case 
did not support Venezuela's assertion that an act of "aggression" 
vithin the meaning of the Rio Treaty had taken place. The 
Ambassador suggested that there was a difference between the facts 
proven during the missile crisis of October 1962 and the facts 
alleged in the Venezuelan case. 

Llcenciado Diaz Ordaz said that there were many cases where 
aggression had been falsely- charged. He said that, for example, 
Guatemala had in the past fabricated stories about alleged 
Mexican aggressions against Guatemala. He implied that Cuban 
complicity in the plot to overthrow the Venezuelan government had 
not been proven to Mexico's satisfaction. Taking then Ambassador 
Carrillo 's suggestion, he said that he thought there was considerable 
merit in the idea that the Rio Treaty should not be invoked for 
relatively minor offenses of the type alleged by Venezuela but 
rather should be reserved for grave situations* 



Licenciado Diaz Ordaz recalled Mexico's position during the 
October 1962 missile crisis and said that the United States could 
be absolutely sure that when the chips were really down, Mexico 
would be unequivocally by its side. He added that Mexico, for , 
example, might not perhaps know about the details of what was going 
on in Viet-Nam or Cyprus but that he and the Mexican Government 
understood perfectly well what the stakes were and that Mexico's 
interests in a show-down would be parallel to ours. 

Ambassador Carrillo noted that this was a very significant 
statement by the President-elect. 

Licenciado Diaz Ordaz then went on to say that the juridical 
distinctions made by Mexico might not seem to be logical or 
profound. He said he would not argue that they were. He would 
say, however, that they were the product of Mexico's history and 
of Mexican tradition and sentiment. It would be unrealistic and 
no favor whatever to the United States for the Mexican Government 
to take a position on this or other issues which would be contrary 
to the opinion of the majority of the Mexican people, A Mexican 
Government policy not supported by the Mexican people would not 
endure. Moreover, there was considerable advantage when the 
issues at stake were not great if Mexico could continue to 
demonstrate its political independence and divergence on relatively 
minor issues. While divergence on relatively unimportant matters 
might at times create temporary discomfiture they also demonstrated 
that the American States did in fact enjoy independence. 

The President thanked Licenciado Diaz Ordaz for his statements 
that Mexico would stand side by side with the United States In the 
event of a major crisis and did not further pursue this topic. 

COMMENT ; It was apparent that Licenciado Diaz Ordaz shared the 
President's concern about the vitality of the Rio Treaty and that 
he intended to give the subject further thought, I did not get 
the impression that the Licenciado had foreclosed the possibility 
of reconsidering Mexico's future relations with the Castro regime. 
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^ WedJtesday - Julr^l, 1968 - 3t30 p,ra. 

MEMORAiMbUM FOR THE PRESIDENT yUt^ f . 2 <^ P 

SUBJECT: Student Diaturbancea in Mexico Citjr 

Sinca last Friday Mexico Citjr haa been tlie acene of almoat constant 
student turaioil. Tie difficultjr .tarted when an authorized rally to 
celebrate the Cuban July 26 anniversary degenerated into vandalism 
and araoit. The police interveiwd «iid had to use tough tactics agalnat 
fitudent participaati to hxia|r ^ litnaU^n under control. 

Tie action againfit the students triggered increasingly violent confront- 
ations between studentB and security forces in successive days, par- 
ticulariy en Monday- and yesterday. The government liad to hrlnff in 
the riot police backed up by paratroopers to restore order, 

We do not have an accnrate picture of the nmnber killed, injured and 
arrested, UnconOrmed reports claim four Bbidejsta are dead. 



A cable^ from the Embassy this morning {copy attached) reports a claim 
by Mexican authorities that the Mexican Communist Party, with Soviet 
Embassy complicity, engineered the Juiv U disturbance. The Embassy 
doea not have independent information to oack up this claim, but considers 
that Moscow may have ordered the miUtant tactics to counter th« impact 
of events m Csecho Slovakia. 

There is no reason to think that Mexican security forces cannot control 
the situation. Events have not reached a point where President Dias: 
Ordas has considered it necessary to stop his tour of the interior to 
return to the capital. What does worry Mexican officials is the image 
projected by the disturbances and the impact on the Olympic* in which 
they have so heavily invested. 



WilUam G. Bowdler 



Attachment 
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Mexico Embassy's message of July 30 {no. 6234). 
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PKGZ 02 MEXICO 06234 30194^82 

HAVE BEEN Interpreted as signal, for stronger tactics BY-pCHt 

FACT THAT' CUBAN Af^B^SSi^PoR WENT To'MERIDA INSTEAD OF. 
STAVING IN CAPITAL FOR JULY 2& FIESTA SUGGESTS' HE MAY HAVE, 
KKOMN WHAT WAS CQt^IMG THOUGH HE WANTED T0> AVOiOi ANY SUeeESTION 
OF CUBAN iMVOLVEttENT. 

h» WHILE SEEXING TO AVC [ D D IRECT' 1 NVDUVEMENT/ SCVlETB MaY BELXEVE 
TMAT" MEXICAN ANXTETY TQ aVOID ANY DIPLOMATIC CONTRETEMPS VI[TH 
COMMUNIST WORLD aS OLYMPICS NEaR GIVES SOVIET EMBASSY MORE 
ROOM FOR SUBVERSIVE HAKEUVER« HOWEVER/ THEY" KNOW THEY . RISK 
- STRONS GOVERNliENT CRACKDOWN ON PCM« STATEMENT BY HEXiCAN POLICE 
CHIEF. KHO LINKED RECENT RIOTS. WITH' OLYMPICS. BOUND TO RECALL- TO 
PCM. AND MOSCOW PRESIDENT'S WARNlWe ON HAY 7 IN TALK: WITHPcM. 
■ POLITBURO THAT BoVERNMENT WILL! CRACK DOWN HARD IF PCM FORMENTg 
DISORDER IN NEXT FEW MONTHS- SUT* PCM USED TO CRACKDOWNS . ANO' 
MOSCOW MAY BE PROCEEDING 8Y LENIN-»8. OLD' INJUNCTION' "BETTER 

- fewer but better." 

5. dept nay wish to f ass. hoscdm* 
"freeHan 
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PA6E 01 HEXICO 3el9482 

S7-S 
ACTION ARA H 

IMFO NSCE B0*CIAe: iafl>DODE 00JQP«: fl4^H flgJlNR 97>.L. 0i>NSc Ifl^P fl^* 
«SC 01#SP Ba^sT^USIA ia^MSA- &2*SAH' ff£»EyR fSififCi 0J#(^U 04/ 
RSR 01J/106 W 



R 301500Z JUL 68 

FM AMEM6ASSY M£X[CO 

TO SECSTaTE WasHdC 7106 



ui L L It i- HEXIcO 623^ 

PASS TO White house 
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jMEXICAH eOtft' HA S SOL 10 EVIDENCE C 0 R RDB.!ljB^f LN<3 

AC Ch/'RGES Or MEXICO CT TY PDLlCE CHTEF' THaT" COHHU N TST' PAfitV 
f^Sl^^lr^HT^-'^^- -SXUXIi;N.T:_FRACAS_, GOVT- EVIDENCE ALSo"[ hIclTfDES 
INDICATIONS OF Sg V lET' EMBASSy CChPLlClTV [ [ NCL JD I TAUNf- BY A 
PCM OFFICIAL THAT SECURITY POLICE WOULD FIND NO iMPORTAhtT- 
DOCUMENTS SINCE THEY WERe' alL IN: SOV L ET' EMSASSY- t 

2» MEXICANS OFTEN BLaHE FOREIGN ELEME\'TS FDR SUCH IKCIOENTS 
AND PCM LATELY HaS STRESSED ITS DESIRE TO PURSUE " LEGAL' HEANS 
S^"^ EMBASSY CONSTD£Rs_THjJ^£TRaNG POSS IBILITY EXISTS HaSC OW 
HAS ORDERED PCM TO _^DQ?Tl^ORE ^ fn-TAN ^ QijE. HOTTVE ' 

M.f^'. .3E SOyitJ_jaEslR^ To counter impact' OW PCH 0F ="c2r^H FVgMTs! 
PCh PAPeR. LA VDZ DE lTexiCljr^F 

o , ^f^E '-^^^^I*-' COMPLETELY -SILENT ON EVENTS IN LAST 
LINKED TO THlS MAY BE:- OESIRE TO' STRENGTHEN 

iH^'SoR-^PflaS^^^lCm'J^.S^ f"^" AS- ALSO SUfiGESTED' BT REFURBISHING 
ANO MORr; PROMPT PUBLICATION BY PCM OF INTERNATIONAL- COMMUNIST 
JOURNAL REVISTA INTERNACIONAL - --onnurcisi 

3* rOS-OW ANO PCm iay BE SEE:<[NG TO TAKE PLAY AWAY FROM 
.= ^5D-CUjAN EXTRENrSTS THCuGH ELEMENTS Or COMPLlCJTv ^LSD SEEM 
P.^E^^slN.^- ^f^°"SO^rET AMD PR0*CU8aN STUDENT ELEMENTS JQINEO 
.N JULY 2f> CELEBRATLON OF CU3AN ANMVEf?£ARYc REV£STA INTER- 
^^^'EI^;?'- -^^'^ ^^^^^ CONTAINING ARTICLE TAKING MORE FRIENDLY 
ATTITUDE '0 CUBAN TACTICS HAS JUST BEEN ISSUED HERE AND" MAY- 



ARTICLES 
FEW WEEK 



TO ^irp^ESrKEflT 



7HE EKT5;,!?Hr C0MKEHT? THAv IT IS WOT TfET CLtAr WiETJffiH:^ TK£ 
fiCVIDN tr-.KEf^ BESPOWDED TO' SCME' »*£tfroff- t^JtifATXHro «dV£ 6Y THE 
5TRrKT7JG STUDENTS OR VHETHEJV THE. jaOVtRRMEjlfr HELIEVEfr If COULC 
hc; LONGER T^WPOHIJE IW^EV OF^jKE 'APPRDAqfflNG.:oLWrC SAttEfl 
njiO THE LGCAriOK OF S «PSBEir Of. IHFORT ANT OLYMPIC fN^TALUTlONS 
J^'J TKE. CAI!*PUS* -. - 

57fcir.ENTS flRZ RZ?OJ\TZ:> 70 BE KEETlNS TflDAY TO DECIDE- WHAT TO DO. 
rf£: JAVE NO lUFOHMATJON YET. OW. TKEIR ffEACflOl* ANDC PUfe. 
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Friday, September 27, 1968, 43OO P. 




MEMORANDUM FOR THE PRESIDENT 

SUBJECT: Security Con sid« rations in Mr. Nixon* s Planned Via it 
to Meidco 



Director Helms is forwarding to you the attached CIA mamoraatSuirL 
citing the potential daggers inherent in a visit to Mexico City Octob«r IS 
-which Ml", Nixon is planning. 

The Secret Service has the legal responaibiiity for the security of 
Candidate Nixon under the proviaioxts of the Jime 6, 1968, Joint 
Rcaolutioti. CIA ifl fuznishing partiaflnt inforxnatioii to the Sacret 
Service. Mr. Helms is l&dlrectly aaldng whether h« should also 
provide isfozmation directly to Mr« Nixon. 

I believe it would be best to deal with Mr, Nixon on this subjcczt 
through the Secret Service. If Mr. Nixon actually goes through with 
his pla-n and &ere are questions about whether he had been informed by 
CIA of &e dangers of the trip, the response would be that Director Helms 
had made available to the Secret Service all information CIA had on the 
security situation is Meadco^ in accordance with the Joint Resolution, 
hearing cm this subject. 



Teii Director Helms to send hia information to the Secret 
Service only. 

Tell Halms that he should be responsible for getting security 
information to Mr* NiacoUf in addition to sending It tx» the 
Secret Service, 



Call me 



/ 









27 Sftptcistwr 



E4r. K3xon ohoald W-. mafllq aware Uha jju bf-r.tit2. 



T-oo&ll rathe- vividly tl* TVMbllc c;-!*-."'. cion V*v«lr<l 

I Yioft oloar on the chsiuii^l.T to Mr- tWralV 
oti n aattor or t^^fl ki-nd. I ''^i"--" tSa^ t he 3=srt»tU4-jr 
of at»to w#A Hih« 5CQr«t Sprvica ha.irft una ranfy'-^Kl- 



but X 




Copy uiJ i^Uft 



«uv-*ew»3 WED r*r:e2 



p. B4 



a K -jj H r. r. X a ^ r a n « y 



aAt^ne -ur note to you ur™ SaiJJ^^^f^ "^1^' "P- 



Will attempt ^^^X M^initL^ f'''.''''' "^"^'^^^'^ «"tv«ai=tc 



Copied at Nixon Project 
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THE WHITE HOtlSB 



daturcay - GctobeJ? 5, 1966 



1m. asko'. abicu-l- *.hfi ^st-fsut to which the Cul>aa GcciEMaiata or otiipf 
ioroiga groups wpt«? inwolvr-a in l-iaiicaa yiotB woek. 

*^r. CTA atolysiB alr+jioiiBcl (Tab A} conclmea tha*. tlit? stuetait ieiacnstrs+ieGS 
wpyf spai'kifTd bj' dctaHst.ie poliiloe, not tnaatoroiadisfi by Oabans or .iovi'>*a. 
''lifiir priaary rale uos Pftstrictiwl +o sup;'ilyliig' sonc rjoney to stxiiiioiit 
groups, 

Oli bcli'^^v^o th<» woapotia cusdejred by the studantB ocuH liavcf T>B«^n ob-^aiiUKl 
locall^\', .ithciigij -^hny ^Uxi act stJirt tho troudjle, Hisxlcaa Coanunia+s, 
'^otaJvrlsts, and Cas-^roifp.B all capi+allsrai on dlsordfirs oniR -^hpT 
br^gt'n C;nd tcoik ?.i;-^f.v? ijnrts. 

-■ t-jn-^x^r^ry^ liuilcliri^js, iuni:': thcr vor<: iwaponaifalff Tor tcud:;"!:^'^ -^bp 
blccdabrd, cio-ccll^ "d'.mr.ic Brtjjudo" rf^p^o-t^f'l:- co+tti^i^il 

TiiLf,qr}:-*3g -.rrapcosi iroa Uibsin and Ouataualaii eKtreclst <sri;a»ii3&+lcnB 
ana pl^iiic acta of !5abotar{r during ''■Jwi CD.ytjplc gts>3ea. 



P. S+ Bruno Pagiiai called when he was in Waahingtou for th« Bank and 
Fuad me«itui£3. He had talked with Pxesident Diaz Oi:das« Dlaa Ordaz 
vows that h« wLll eatahlUh law and order and gee the Olympic a through, 
Attachr;'*a^.5 Diaz Ordaa says *kat the riota v/ere 

'^'b - Cj.'. i>[iicr2.ndusi «:ai^el"ully planned. A good many people 

'"sb 3 - Til c.^tne into r.hc country. The guns used 

wei-t: nnw and had tht-Lx ^^lmbe^s filed off, 
Thft Castro and Chineac CQrr.munis1; groups 
VS- '. . - ■■■>';V'i were at the center of the effort. The Soviet 

V. ' ..' y CoanmuniBts had to come a-long to avoid 

' C the charge of b«Lng chicken* >• 



• • ' p. pift 



.v-^ . lajg*. Sac. 3.^ 

" - ' .* -,' VT-^ .- * .^J]^J«^;SU^^!iXi^-— 



OmWECTa. ^adttaia™ fco •Wft^ic^.n Cxi..i^,« 



^K*' SiT^en ttocal (uul possibly noww. f it^oucial 
, . Mexiean communista h™ openly par<dL<^Bat^^ l5?^ko^^ 

Tha PCM Ijao, tjomc on sccicara as waaojttjiny tixt* f^1:u<I&n1; 

, 5^? ipirinolpai Suncto^aziep ebould hecicsmr directly ln- 
ti^Ti voj-veci in thit violence- .Known Ccjumuniflt stmiGiitB axe 

fs^oo:Lat9t^ witli the K^tioiiQjL stiXJke Council and ^tKet ^rwonlEjt^ ' ^ 
|ion-^ithat have ariocrt durxng the: diortHrbaneee , a* lurt* SlotaS"- " 

^? wiopruotad xeparsiiiejitatlves 1» »-tat« orgairlHatlomj 



-HO,y-^6f^S WED 14£«4 




p. ee 



wliich wouXd coeti Jusuay i^UBandii of dolliiif! . Pnndz], could, 
eaHily. eenne trcm docQcotlc ojppojiQiita ot the oxclaii fjovem- 

HWiit, Iioweyer iji view of Ui* <l±aiiiuiiLJ.«in=j^t of tJOMC jCojcrnsr 



1^ 1.3t«K-i 



t2s47 PM 10-5-68 FJB ■■■r:^^^. f^^^tlVHO DECLASSIFIED 

PRIORITY ■y.['':i:/:'^.- ""'''^ - E.O. 12953, Sec, 



T0:- .1HE PRESIDENT 01 ''i: ; - ■ x;t t iii 



IS 

I 



to: DIBECXORr defense IHTELLISEKCE AGENCr 01 

TO*.' DEPiffiTttEaT OF THE ARMY 01 - ; .'^i- ^ , i-: 

TO: ' DEPARXHEKC OF THE AIR PORCE 91 - ' 

T0^. WHITE HOtlSE Sn BAT 10 H ROOM/ hTT.t .SECRET SERVICE <PID3 . , ; = 

TOs ATTORNEY GENERAL CBr HE SSEH6ER> '* 

FROIl,s-^_:j!IRECrpRt FBI --'v^^p/^i^^^-J • -- .T r; ■ _ J.;, -"S^v^ 

-fe-fr^ g,i p c'-w T "i A- ' t ? ■ ; y/'- . 'v,-'"^^';' 

PR 0 COWHUNIST^ STtlOE NT AGF IV IT IN HEX I CO - ' ^ KK'^'' ' ^ 

. '''=^JIf^^ALL::SOURCES USED HEREIN HAVE FURNISHED RELIABLE IMFORMATIOH M 
IM;;THE...PAST,-r;vV ■•^■■^-^vV-:.^^^^ V 

l^v-OMOCrOBER FUUR; NINETEEN SIXTY EIGHT, THE FOLLOVIHS WAS ^ 
OBTAINED FROM A SOUR CF WHO IS ACTIVE IN TROTSKVIST AFFAIRS. K : ".i f -.' 

the:.liqa cdmuntsta espartaco acETConsiuNrsT spartacus - ■ ■v^^vf'-- -"^ 

LEAeU£> AND OTHER SSOUPS OF THE TROTSKYIST FOUHTH li^irlRHATlONAL ' ■ 
MET' IN MEXICO CITY DURING THE PREVIOUS WEEK. DSLEG-^TIONS ■-^ 
FRON VARIOUS STATES WERE PRESENT. THEY FORMED A SI!^LE • l-'iy' . - 

JOINT SHOCK GROUP CALLED TFfE OLY^IPIA BRIGADE WHICH MADE HS , • ■ 
FIRST .APPEARANCE OCTOBER TWO, NINETEEN SIXTY EIGHT, AT THE ' - : 

PLAZA OF THREE CULTURES. 

END PASE ONE - , j 
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TlrF^'-^T"3^"■^^^^cM??™^"S^''^ ^"^ OLYUPIA: BRIGADE ftjSlTIONEO ^" ' '-'^ 
TJfEKSELVE^ AS SNIPERS IN A PAHTWE NT. BUILDINGS OVERLOOXiWa THE 
PLAZA, OTHERS WERE. ON THE SRODND FLOoHf THE CHIKUAH^ 

UMDER THE SPEAKERS BALCONY WHICH THE? WeJS TO -.V- ■ .^^V ' 

H^^An liS-.^.r SSSI^5.*Wf ?- HERNAHDEZ-rTOLEDO, IF OB SERVED. >fc,:-^:^>f^>'- 

n?^?^^ -^^^ HILITARY .FORCES- WHrCH>IN THE RUZKiyi -^'-M^P^^^^ 
PAST, HAV:. OC^t^UPlXD. THEr^miVERSlTIES- OF SONORA AMD SlCmflCAW ''-^"'^v-^^^^^^ 

- GENERAL HERNANDEZ TOLEDO APPEARED IN THE Pi A7 A Tn ■ ' ■ 

S^'y^R^f -^S^^^ ^ Il"loJ^d^'o'Sarch . "■ . 

olympis brigade opened fire on the 

?^^frHln^S?^?°52S?,fnS^" OTHER OFFlcE™ANb 

lirr^'^i"''^ fl. GROUP OF SOLDIERS BEHINR TH^M, KILL li^P 

T^r^JSJ T?L'^^.f?^°P° MAWY OTHERS, UNFOR? UNATELy/ AT 
mt? ?22fJF^^ ^^-^^^^ STARTED TO CARRY 

r^oS^f^fr^^LI"^ NATIONAL STRIKE COUNCIL AMD SI^C2 SOCRfllES 
S^^flb^SF ^^^^^ ^^^^^ WARMING SHOTS TO DETER 

.^S KSl^!^^^^^"^^ '^^^ ^^^^ ^^'^^^ SHOTS Of? THE THIRD FLOOR 
f;?S Ji^!?.J^Z^ ^' "^"^ CONFUSIOH 59ANY LCE MEMBERS FLED . . 

J^^iS^ CHIHUAHUA BUILDING AND WERE GIVEN REFUSE 



END. ■pAGE^^;TtfD^^:^^:^:^:^ 
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SOURCE REPORTED ailPERS WERE FIRING ON THE TROOPS 
FRQH OTHER BUlLDieJGS FROM VARIOUS ANSLES. 

THE LCE GROUP HID UNTIL THE FOLLOWING DAY AMD LEFT 
THE CHIHUAHUA BUILDING IH PAIRS WITHOUT BEING ARRESTED, 
SOURCE LATER DETERMINED THE OLYWPlA BRIGADE LED STUDENTS 
WHO BURWED BUSES AND STREETCARS ON THE NIGHT OF 
OCTOBER TWO. ■ . 

THE BRISADE HAS PLANS TO OOWMIT ACTS OF SABOTAGE 
DURING THE OLYMPIC GAMES. n IS MADE UP OF EXTREME 
RADICAL TROTSKYISTS KwaWN ONLY TO EACH OTHER AND THE- 
LEADERS OF THE TROT SK VIST GROUPS* THEY ARE SAID TO HAVE 
CONTACT WITH GUATE^^ALAN GUERRILLAS AND CUBAN TROTSKYISTS 
WHO ARE IH f^KXlCO OM A "SECRET MISSI0?J." AUTOHATIC ARMS 
FOR TERRORIST ACIIVJIV prfll';." BEEN '^UPPLI"D BY THESE ' 
LATTER GROUPS. ' . 

• A SECOND SOURCE KAS ADVISED THAT THE ICE IS ONE .■ 
OF THE MOST IMPORTANT TROTSKYIST ORR AMTZAT IDNS WHICH 
FOLLOWS THE PRO-CHINESE OOHMlIM 1ST LiNi IW MEXICQ- 

THE SE CO MD SOURCE. AD VISED THAT MEXICO CHY DETECTIVES 
WHO TOOK HEFUGE BEHIND A^J^ORED CARS DURING THE -FIHIHB, ' 
REPOHTED THE SOLDIERS INSIDE WERE SMOKIRG MARlJUftMA " ', ' - 
AND EMERGING LIKE CRAZY BEN AND FIRING WILDLY. 
END PAGE THREE 
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ADVISFD ^H'fwERE BRI^L"Y^J?n^S "^^^"^ ACTIVISTS, 

OFFrCER"R"^??f?L"??pI| S?,"^?"'":^ SENIOR POLICE 
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MEMO FOR WALT ROSfc^ 12951^ 



SUBJECT: Mssdcin Riots Bj V 06 ^ fi?ARA giSt 23.3.?7 



/.ri-..) . 

cm went ^ckH||H||H||||||^|BmiBim||to tey to B,*tCwCXf 

get answers fed the questions you raised m staff meeting. Their 

response ia attached. 

I don't think there is enough new information in this to warrant 
sendijig it up to the Ff esideot. However, a^ate is trying to get 
some additional svaluation of the situation from the Eznbaasy 
whxch we should have shortly, and CIA may also coma through 
with mere details. 




SWLewis 



AttaohnMUt: 



Answers to Questions Raised Wliite House 
Coacernins Student Dlatuzbances In llexico 



1* Tk9 tollowins ia ctmreatly avallatile information oo 
t£ie questioiis raised on 7 Octobei: 



A, Question : Me^eican ^"^^^^^^^^^^^^^^ 

students were using new rilles with numtjers ±ia.ed 
off supplied liiy "Gliinese sources". Is there an 7 
verification? 



Answer : ^ere is no verif ication to date 
tbat^such riafies were being qaed. ' " "* 



E. Question: Did or did not individuals from 
outside MeaSco^nf iltxate lIic country Just pacior to 
the riots and take part;* if so, where were they from 
and whO' did they represent? 

Answer :^ The only confirmed inJonnaticin on 
individuals from outside Mexico who possibly might have 
been involved in the riots involved two French students , 
one Chilean, one Puerto Hican, and one Ajaerican. The 
latter three were arrested on 26 July and were deported. 
The French students were not apprehended* It is not 
known whether these individuals represented themselves 
or international organizations . Although the Mexican 
press contimiiiliy "plays the theme of fcjrf:iK" involvement, 
no conclLssive evidence to this effect iiaa btitjn presented 
to date . 

C. Question: What faculties ot the miiversity were 
involved in the rioting and to what extent? 

Answer ; All faculties ot the National Autonomous 
tJtoiverslty had been involved to some extent. The National 
Strike Committee consisted of over 200 members 
representing the National Autonomous TJniversity, the 



r^i^ J ^^t^^'^l'' Institute, tUc National .^ricultuxal 
s^iiof^ Vocational axid Pr^^v^tovy 

ff^°?if ?h university the most active ^ 

faculties a. the beganning of tte di:, t-^rbances i^re 
those of Ecaaoiuios, Law, Phllosopi^y^ a.,d Political Science 

schools h3ve bE^come more ii^volved. Not to be aicluded 
fron, involvement in student disturbances were prSaslors 

most of tue aforementioned schools and colleges . 

fi*iS"nr§ill%SC orgaaiaatlons outside tHe Academic 

f i«ld proper took part or furnished support ia aonev or 
arns and how much support — la ras^ iSoe?? ^ 

' v.. 

Answer * ^^^^^^^^^^^^^^^HI^^^^^^^^^^^^h 

The one anconfi«.ed rfpo^nent?onS^n'?hf ^dd'nd^S'to 
the ,.-i:or o:- tJie Mexican student crisis is the oulv ' 
IJfi^^^^gJJclabl^jountso^ support. 

Bemocratic Student Central, and the National' Union of 
Mexxcan WoiDen have given -moral- supper.: to x:he student 
movement and have participated in nho col-ectior. of funds. - 

collected by the Studeiv.^ Tvh. bav. re.cr.o d to period ic 
COllect aoa caapaig ns- thrcajTbouc t^c- cz.'-y ^■MHH-ths 

^^n^rt^f ^^in'^r^ ^""^i® ^® '^^y *° 26 aeptenber and^ " 

found It to be over "4 aillion pesos" (320,000 V.S. dollars) 
for advertisements, signs, food, support, iid ao f Srth. . 

E. Question: Verify if possible the acts of the 
Olympia Brigade as reported by tbt- Burer-:d. 



Answer: 



a small poup of sxuuonf^^^^^KSa^SSSSS?^^™ 
University of Mexico advised l^^^BH^^^^^^^B-^-tat 

the Trotskyists tad formed a "3rii^=.do- ^h-J^^S^STcn 
dowj _ very secretly into ...aj.! .c.^pr^rtnent^d ccll^ of three 
to five students . So:.:g s-.cdeut:^ c. rLii this group the 
"Brigade alympi^^'. H^^HHl^^H^ the Brigade 
plans to dyaanaita electric tr^SlSl^cSSSa and 



2 



m) 



transformers at key places in Mexico City in order to 
intexfere «ith OdTinpic erests; dynamite certain liridges 
on tl&e oircuBif erential Jiigbmjia at tiaies vbicli '^uld 
cause the greatest difficulties £or Olpipic events; seize 
some of the buses being used for transpartation of 
Olympic athletes; and capture some famous athletes mIiq 
are participating in the Olympics. 



2. Additiooeil Ixj^omatioD vill be forwarded as it beocoies 
available. 



TttE WHITE HOUSE 
WASHtNGTOH 



Octc»ber 14, 19< 
MEMO FOR WALT RdS^W 




SUBJECT: Mexico Riafca 



The attached cable from Mexico City 

contains a good analysis of tliA rec«at 
riots and aasGsaos what the3?e is to ktJOW 
about foreign influence* 

The host evidence suggests violence was 
sparked by small -well-organiaBd Meadcaii 
esctremist groups and that foreign inflttenee 
was probably a rainor factor. 



Atfcachmeinl: 

Meadco Bmbtel 7S14, lO/lZ/68, 




SWLewis 
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INFU CU 04#HEW fl7*ClAE 6B^00I>E M,(3PK 04^^H' flS^INR a7>L flaJNSAp^i 

NSC t^^p a^jRsc 0i#sp asjss s5>usrA igiRSR? ai^euR ia4rjrc j^^^"^' 

STU 01/LAE 06/OPR 02jFQI 01j8SO afl»/i2*^- W 

- — • laTaas 

P 120036^ C^CT 65 
FM AHEMeASSY HEXICO 

TD SECSTATE WASHOC PRIORITY 79aa 

I* auE3T:cN or fq.^eigw inc-luence gn st-uoent- disohoers like. 

gUEHTICK OF STUDENT lEAOESsHIP [TS^LF DIFFICULT' TO' DETERMINE 
aECAUSE OF PROrUSrON OF CURRENTS WITHIN STUDENT' MOVEMENT; 
FLUIDITY OF LEADERSHIP AT Di FFERENT' MOMENTS* HIGH DEC3REE OF 
SPONTAi^ElTY WHICH HAS CHARACTERIgEO' STUDENT' ACTIONS- SSPECl aLl^ 
FOLLflWING ARMY SEIZURE OF uNAM MHEN lEADEHS- SCATTERED AND 
POSSIBILITY ENHANCED FOR UNCOORDINATED ACTIONS ESPECIAULY BY 
EXTREMIST GROUPS 3 

2-- DIRECT INVOLVEMENT BY FOREIGNERS uaS HFFN ESSENTlALLy NFfiLTlSIBLE 
AMD 5" ^-C^EIQN EMBASSIES HARD TC' PHQVg:., .V > TOP 

aF^","C:.- L SECRETARIAT- OF GOVERNMENT HAS STATED GOM H*S SOLID 
i^)^^^ PRCDF £CV AND CUBAN ^>1SASSIE3 HAVE" HELPED STRIKERS, EMBASSY HAS 

slCh prccf a^;c dge^ not know nature of gom proof- there kas seen 

CON'SIDERAELE ■ NVOL VEHENT' 8Y GROUPS LINKED TO COttttUNIST COUNTRIES 
AND INDIVIOUAUS HMQ HAVE THAVELEO TO USSR OR CUB* AND HHQ MAY 
THtF7EFDRE ^E VIEWED AS FORE I QN -SUPPORTED • THESE. iNOIVIQUAtS CUEARUY 

HAD 

STRONG [NFLUEWCP ON F0R>1ULATI0N OF STUDENT' DEMANDS HHlCH CHANGED '='^0^ 
INITIAL FOCUS ON AFTERMATH QF JULY 29 INCIDENT TO INCLUDE isSUEa 
SUCH AS RELEASE OF POLITICAL PRISIONERS AND DERQeATlON OF ARTICLE 

ON WHICH CCMMUNISTS HAG TRIED UN3UcCESSrUU-y FOR YEARS TO 
DRUli LfP SUPPORT* 

3* EXTENT OF [NFLUENcE' OF FORE JQN-SUPPORTED GROUPS IN ANY GIVEN TACTI 
CAL 

SITUATION MUCH LESS CLEa^? CUT. HYPOTNESIS WHICH BEST FI'S PRESENT 

SANmZED 

' ^OtiriOCHTiAL . ]2,0. 12356, Sec. 

TaTj _ 95 -/^Q _ 
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SEVERAL SMALL, 
(SROjjPS HAVE OPERATED / 
* '"'=^4 BROAD J Mj^sSIVE ' 
MODERATE* 

I'^n^rnL^V^^I^^^^^^^'^^' ""'^^ ORDAJ^ TOLD CONGR£SSHAN SELOEN ^ 
TH^. [Jft.ClN^L STUDENT AGITA^CN NOT ' COMHUN I ST iNSPIREDl HOuFVrf?. 

MAJOR IMPOnTANCS: In lEAOErship of. MOvEMEMT, SUBSEQUENTLY 

;:.^Snl/vERv'sm;ll'in?l0|Sc£°' '''''' HOSCOW-CRIENTED GROUP ^ 

^TRE-'rLE'f rnMPE^?S/^T?;''L^^^^ old-line left AND THE NE^ER. 
EXTRCME LE r COMPETI^fO WITH EACH" OTHER AND WfTH. THE MODERATES 

°^ ^'^-^^^^ HOVEhtENT. [THERE MAY ALSO HAVE 

8EEW OTHtR* AD HOC GROUPS REPRESENTING ALLEGED INTERESTS Qp 
DISGRUNTLED MEXICAN PGLJTlcOS*] *'-«-tH6.D iNTERESia Qf 

So^!Mf,?!U.^^E!, COHMIE GROUPS WHOSE lEaDEPSHIp aNQ 

OSGANIZAT.QN MELL KNOWN TO SECURtTr FORCES, CaUSED GOVT- LITTLE 
PROeLEM AND TO SOME EXTENT SUCCESS OF MORE EXTREME GROUPS U 
Si'^^i'^'^LIc^l?;' ^^^"^ FAWLiTATED- BY GOVT PRESSURES 

ON OLC l:n£RS which caused TMEh to- pull SACK* 

?<■ NEWST'. MCRE EXTREME GROUPS ^aVE Skqun ORG AN I ZaT I DIVAL ST.!?ENGTHfl 
Dr;C:PLrN£ 5ND RESOURCES WHICH S'JGSEET THIS WAS NOT AD HOC 

^^^^ STUDENT AGITATION aUT RATHER ORGANIZATION 
l^.^^tll IN c^ISTENcE ,ANO WELL DEVELOPED. REPORTS THAT' EXTREMIST 
^'y^^Vr. t y "'^^^"^ ATTEMPT DISRUPT OLYMPIC GAMES HAD CAUSFn 
GOM SECU-^I.Y AGENTS CONCERN EVEN BEFORE STUDENT' 
J?HMj*?rT?«?*?: iSIJ.^f'^H^' ^^^^^ TO^SHOM THAT- HHEN GROUP 
BECAME ACTIVE JN STUDENT MOVEMENT GOVT HAD ONLV SUPERFrClALLY PENETRA 

ORSANiZATIQN ANO IDENTIFIED ITS LEADERS. REAL APPREHENSION OF 

HP -'1. ^^^^^"^ THR0UC3H DIRECT' TERRORIST ACTI- 

ijnnPT°^.Mr = °'^^p„^'''*^^^^T^ ^0 ^'^f^LAHE STUDENT" MASSES. KOuLD 
J^I hrL. 3p OfJr-S?V^?.S^ OOVT-WAS TO IDENTIFr AND DETAIN LE?DER3H[P 
AND BREA< LTP ORGANIZATION BEFORE GaUES AND TO DO THIS IF POSSIBLE 

^^^^ JNFURUTE mass of students AND ioULD 
NOT CREATE aDVE?!S£ PUBLIC ATMOSPHERE FOR GaHES. 
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5« AS DATE FOR GAMES APPROACHED. TWO LJ^ST AIMS BECAME ^£33 IMPcR- 

ORGANrZAT.OM AND SEIZE TTS LEADERSHIP* THUS A MAJOflREASON rni 
SUDDEN OCCUPATIOrj UMAM CAMPUS BY TROOPS WAS SgPE ?NT TERROR ti? 
LEADERSHIP. WHICH HAD USED CAr^PUS ,s MEETING PL^CE. WOULD si 

J^^l^^^'^^'^p^^^^;;^;"^^^^ CASCO DE s.NTD ToMAS CAMPUSES OF pSlYTECHNIC 
Jivtiiiiuic. rKgaASLT haO SAME REASON 1 TO SEIZE EXTRCMTST I FAne-o- 

PERSONS PRESENi, SUBSEQUENT SlFTTNG OF DETaINEES AND HEI Plsc 

lTA';r''ll Pri;:'n^' ^^"^^''■^ ^^volveo vtSiEwcE/SSaslaSE'? 

ItlJ. ILI I ° P^R^IT'ING STUDENT GATHERINGS FOR SEVERAL OA^Si ^ 
THEN SUDDENLY MAKING NUMBEROUS OETENTJONS SEEHS TQ' HAVE BeL 

?eaOeJs'?^'I«^^J5eS!' ORGANIZATION AnO REHAlNlSr^ 

!; i^-f, nfS^*?!:! I^^*r«t'Vr PERMITTED STUCEWTs TQ ASSE-MBLY ON OCT. a 
clnl'-™^?^^^!^' ^^"^''^ E^SI^R ^0 PREVENT S tuoENT ' SROUp 

?o'exPEc7 ¥HAri;Nv'°nr^;^ A.^E'^.ARDSJ BECAUSE IT SaO R£AS0« 

IcULD irpJ£SE»g7nr.S T- I^^""^^' ELEMENTS AND LEADERSHIP 
«=^»?o I * ° ^- ^^^^^ ABUNDANTLY CLEaR THAT 

PREPARATIONS WAD 3E£.'J MACE 

TO SEIZE AT wEAS' THE LEAOeRSH[Po tj seemS LrkELY JN TH^ i ^rwT nr 

:r-H-'«-«rS^f v"?c;°^c*'*L Je^;.'"'^^' PREr^ko'?c':«5;^r sS this 

FSEEMAli "'""-MCc^ ALTHOUBH THtS IS NOT CERTArN. IN »Nv CASS 
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INFO CU fl4>HEW e7>ClAE Bfl^DOOE aB^ePw 9g,lNR 07>L flS^NSAk 

NBC 10. P 0USp 0S,ss 25-USlA IS/HSR «l/euft lS>wic 01' 

FBI BI/SIL^IjLAB 06-iOPR. flgjSSO 00*/tE*-J# 

P ]2a236Z DCT 6S — • — I0{75S 

FM AMEttSASSY MEXICO 

TO SECSTaTE WASHDC PRrORITY 7302 

i: " I'l I I P ' I' I i A INSECT I OM 2 of 3 HEXtCQ 76].* 

iut^^L^c^rtSS"^ -° L^sr FORCE IN 'HHaTEVER OEGREE NECESSARY TO -ACHIEVE 
THIS UgwEC T I V£ • 

\S* IT IS EQUALLY CLEAR [kaT NUMEROUS WELL-aRmED EXTREMIST sTuqENT 
ELEHENTS WERE CAREFULLY PLaCE5 :n a7 LEAST 3 OF Tme SUIL^InqS 
SURROUNDING THE PLAZa OF TRE THREE CULTURES. AS To SPECIFIC GROUPS. 
ONE CAN CD.NCLUOE A PRIORI THAT THEY WOULD INCLUDE TROTSKYlTE TYPES 
:N one FORM OR ANOTHER. EM&aSSy HAS NOW HEARD FOR SECOND TIME OF A 
aSlGADA OLJMPIA THOUGH NOT IN CONNECTION WITH OCT- 2> IT SFEMS 
UNLKELv THAT OEFLDYhENT' ARMED E^tTREMlSTS WAS AGREED POLICY OF 
ENTIRE STRIKE COUNCIL WHICH INDEED' KAY NOT HAVE- BEEN AWARE DF IT IN 
ADVANCE* EVIDENCE IS INCOMPLETE OR CONTRADICTORY aS TO WHETHER THIS 
LlEPLOY.MENT OF ARMED EXTREMISTS WAS- FOR PURPOSE AMBUSHING ARMY AND 
THUS PRCVOKING FIRE F^OHT IN PRESENCE FOREIGN PRESS (WHO THEY 
<NcW woUl:? 3E PRESENT) OR WHETHER IT WAS "DEFENSIVE«, EMB'iwCLJNED TO 
FDfir-E.^ VIEW. WITH EVAC'JATOM OF UNAM CAHPUS AND OTHER STEPS 
S-EAM SEEMD AGAIN GOING Out OF STUDENT'l EXTREHI STS" HA Y HAVE 
T^DJGHT TIME HAD ARRIVED FOfi" ALL" OUT" CFFORT'. AS EHQ HAS 
POIX'TED OUT PREVIOUSLY^ EXTREMISTS HAVE HAD' OPTION OF THWARTING 
PEACEFUL SOLUTION 9Y PROVOKING VIOLENCE- THHARTINS 

|]. REPORTS OF USUALLY RELIABLE SOURCES AND ON SPoT" OBSERVERS 
^?cl.°^5;lc^ FUATLY CONTRAOICTQRY-AS TO WHO FIRFD 

FIRST SHOTS. PREPONDERANCE EVIDENCE SEEMS TO BE FIRST SHQTS eItHE^ 
'i5Br^SfLi^»:''..v^l^!i ^^^^ chihuahua apartment house. WHETHEfi THEY 
WERE FIRED BY STUDENT £XTi?E>1lSTS OR PLAINCLOTHES SECURITY AGENTS IN 
BUILDINtS CONTINUES MljCH DISPUTED POtNT. FACT THAT PARATROQp GENERAL 



^f^W ItJEll riAL- 




Department of State 



TELEGRAM 



PAGE 02 MEXICO 0754% eS. OF 02 \^^230Z 

JOSE HERNANDEZ TOLEDO WAS. SHOT WHILE USING BUluKDJ^Ni TO URQr 
CROWD TO DISPERSE PEACEFULLt SUGGESTS STRONGtY"FlRSr SHOTS DID 
NOT COME FROM ARHY, PERHAPS aUESIlQN MHO F? RED: FIRST SHOr HI LL 
NEVER BE KNOWN AND IS# IW ANY CASE, ACAOEfUCi " ' 

IS. OUETIONING OF LARGE NUf-EER OF PERSON'S 1 REPOBTEOLY 

OVER seaaf jEiAiNEc at- tlatelolco has TAKErj; caNSioEPABuE- time. 

GREAT MAJORIiy HAVE QEEN RELEASED^ BUT OPERATION NETTED' A NUMBER Cf 
rxTREMrSTS AND T HE [ R LEA OE RS * GOVT APPEARS' TD BELifEVE THAT 
^?ESULT has seen SUBSTANTIAL BREAKING' UP- OP TERROfi-tST ORGANIZATION p 
TECHNlflUE OF PUBLIC STATEMENTS BEFORE; PRESS ' BY TERRORIST LEADERS 
HAS PROBABLY BEEN VERY EFFECTIVE: iNi CftE»TlNG'TE3SR# MUTUAL: DISTRUST , , 
;'^L^mE!''IJ^!IL;S°'^^ students in. general, as* well: as REMAININO' 
ELEMENTS OF TERRORIST QROUP* ^^^^^ 

139 WITH RESPECT' TO PUBLIC STATEMENTS ABOUT FOREIGN CONSPIRACY* 
IMPORTANT TO NOTE USE OF FOREIGN" SCAPEGOAT" FREOUENT' IN MEXjcO AND 
[N THIS INSTANCE DESIGNED TO OjSCREOir STUDENT rtOVEMENT' AND PERHAPS 
TO SOME DESREE TO DIVERT' ATTENTION^ FROM' DEEPER LOCAL' ROOTS 
OF PROBLEM. flOVERNMENT- HAB SEVERALl TIMES" HI NTED" AT" SOV ! ET AND/0?? 
CUBAN INVOLVEMENT* MHIUE SOME ELEMENTS^ ON' LEFT HAVE BLAMED ciA 
Ofi FBI* CARDENAS STATEMENT" IS NOT" SPECIFlCi THOUGH GIVEN his 
BIASES, ME NAY HAVE US IN MIND* SOcRATES Af^ADOR CAr^PnS L^^U'^ 
SHIFTED FOCUS FROh FOREjGn INVOLVEMENT" 70 POSSIBLE CUPAai.r'Y CF 
DISAFFECTED LOCAL POLITICIANS^ CONCEIVABLY WITH-SQ KaNY FOreiGNESS 
rN TOWN FOR OLYMPICS^ QCM DOES NOT" W^NT" TO FOcUS ON FOREIGN 
ANGLE BUT AFTES OLYr-Plcs* ESPECIALLY IF' STUDENT' DISORDERS 
RECLPRj LATTER THEME MA y' REEMERGE . 

14- DOCTORIS STRIKE^ WHICH IN FACT INVOLVED INTERNS IN CNLY OnE 
OR TWO HOSPITALS AND ACCORDING TO DIRECTORS THOSE; INSTHUTtONS DID 
NOT INTERFERE WITH NORMAL OPERATIONS, MAS NEVER MATTER OF SERIOUS- 
CONCERN AND J INSOFAR AS Ehb AMaRE> IS NOW OVER* 
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June 6, 1969 



The President 
The White House 
Washington, D. C. 20500 

Dear Mr. President: 

We submit herewith a report dated June 6, 1969, 
entitled "Narcotics, Marihuana and Dangerous Drugs 
Task Force." As you can see, it is the result of the 
joint efforts over an extended period of time of many 
persons from not only the Treasury Department and the 
Justice Department, but also from the Departments of 
Defense, Health, Education and Welfare, Agriculture, 
Labor, Commerce and Transportation. The State Department 
was represented in an advisory capacity. A representative 
of the Interstate Commerce Commission also participated 
and a staff assistant to Mr. £hr.lichman was present as 
an observer at all meetings of the full Task Force. 

This report is a direct result of your pledge to 
the American people on September 16, 1968, at Anaheim, 
California. At that time you stated that you intended 
to do several things. Among them was your intention 
to "move against the source of drugs" and to "accelerate 
the development of tools and weapons to detect narcotics 
in transit" . 

In the immediate future, the combined enforcement 
resources of the United States Government will be utilized 
in order to make a concerted frontal attack on the illegal 
importation into and the subsequent illegal sale and use 
of marihuana, narcotics and dangerous drugs in the United 
States . 

We will keep you advised on a continuing basis of 
specific programs that will be initiated to implement 
the recommendations of the report. Vie will also advise 
you of the results of such programs. 



In this regard, you should also be advised that 
representatives of our respective departments will be 
meeting in Mexico City on June 9th, 10th and 11th, 
with officials of the Government of Mexico to consider 
all aspects of the illegal traffic between ^our two 
countries in narcotics, marihuana, stimulants and 
hallucinogenic drugs. 

The Department of State, which will assume the 
major burden of obtaining Mexican cooperation on a 
continuing basis, will participate in these meetings 
and will coordinate our follow-through efforts with 
the Mexican authorities. Under Secretary Richardson 
has assured us of that Department's whole-hearted 
support for the report. 

Because the report concerns itself not only with 
recommendations as to enforcement matters but also 
with the dangers and effects which result from the 
use of marihuana in particular, representatives from 
the Department of Health, Education and Welfare made 
valuable contributions to the efforts of the Task 
Force, We have been authorized by Secretary Finch 
to inform you that he fully concurs in the report, 
its conclusions, and recommendations. 

Respectfully, 



/s/David M. Kennedy 

Secretary of the Treasury 



/s/John N. Mitchell 
Attorney General 
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INTRODUCTION 



One of the most serious problems facing the United 
States today is the marked increase in the use of narcotics, 
marihuana and other hallucenogenic or "mind-changing" drugs. 
This problem is especially prevalent among the youth of our 
nation, who have experimented with these drugs. 

Most of the marihuana in the United States today comes 
from Mexico and is smuggled across the border by various 
means. Mexico has become by far our largest supplier of 
marihuana and it is also the source of a substantial amount 
of other drugs. As the primary sources of supply, free-lance 
smugglers and organized traffickers are larqely responsible 
for the marihuana and drug abuse problem. 

In an effort to find a solution to this problem, the 
Attorney General requested the formation of an inter- 
departmental Task Force to conduct a comprehensive study 
of marihuana with specific emphasis on the Mexican border 
problem. The objective of the Task Force has been to 
formulate a plan for positive and effective action to 
control the illicit trafficking of drugs across the 
Mexican border. The Task Force has also reviewed the 
best scientific information now available on the health 
dangers inherent in the use of marihuana and has endeavored 
to ccramunicate unequivocally in this report the facts con- 
cerning the social implications of marihuana use. 

It was considered advisable to involve in this study 
all Government agencies dealing with one or more phases of 
the problem. 

The following individuals represented their departments 
and agencies on the Task Force and actively particioated in 
its deliberations: 

Co-chairman Mr. Richard G. Kleindienst 

Deputy Attorney General 
Department of Justice 

Co-chairman Mr. Eugene T. Rossides 

Assistant Secretary 
Department of the Treasury 
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Executive Secretary: 



Mr. R. Richards Rol^|jp 
Special Assistant to the 

Deputy Attorney General 
Department of Justice 

Mr. John J. Caulfield . 
Staff Assistant to Counsel 
The White House 



Member ; 



Member: 



Mr. Paul Eggers 
General Counsel 
Department of the Treasury 

Mr. G. Gordon Liddy 
Special Assistant to the 

Secretary 
Department of the Treasury 

Mr.. Lester 0. Johnson 
Commissioner - Bureau of Customs 
Department of the Treasury 

Mr. John E. Ingersoll 

Director, Bureau of Narcotics & \ 

Dangerous Drugs 
Department of Justice 

Mr. George H. Revercomb 
Associate Deputy Attorney 

General 
Department of Justice 

Mr. Cartha D, DeLoach 
Assistant to the Director 
Federal. Bureau of Investigation 
Department of Justice 

Mr. Raymond F. Farrell 
Commissioner, Immigration & 

Naturalization Service 
Department of Justice 

Mr. William E. Ryan 

Chief, Narcotics s Dangerous 

Drugs Section 
Criminal Division 
Department of Justice 
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Mr. Henry E, Petersen 

Acting Deputy Assfltant Attorney 

General 
Criminal Division 
Department of Justice 

Mr. Robert E. Jordan, III 
Chief Counsel 
Department of the Army 

Mr. Frank A, Bartimo 
Assistant General. Counsel 
Manpower and Reserve Affairs 
Department of Defense 

Dr. Theodore C. Byerly 
Assistant Director, Science & 

Education 
Department of Agriculture 

Mr. Rocco C. siciliano 
Under Secretary 
Department of Commerce 

Mr. John Gentry 

Executive Assistant to the 

Under Secretary 
Department of Labor 

Dr. Mark Novitch 
Special Assistant for 

Pharmaceutical Affairs 
Office of the Secretary 
Department of Health, Education 

and Welfare 

Dr. Stanley F. Yolles 
Director, National Institute of 

Mental Health 
Department of Health, Education 

and Welfare 

Mr. James M. Yohe 

Deputy Director of Compliance 

and Security 
Federal Aviation Agency 
Department of Transportation 
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Member: Commander Frederick J^^^Lessing 

U. S. Coast Guard 
Department of Transportation 

Member: Mr. Fritz Kahn 

Deputy General Counsel 
Interstate Commerce Commission 

The Task Force convened its initital meeting on March 26, 
1969. In that first meeting the general scope of the proposed 
study was discussed, objectives formulated and Subcommittees 
formed for more specific and detailed research on the various 
aspects of the overall study. The Subcommittees were: 

Health Subcommittee — Dr. Stanley F. Yolles, Director 
of the National Institute of Mental Health, Chairman. 

Resources Subcommittee — Mr. Cartha D. DeLoach, Assistant 
to the Director of the Federal Bureau of Investigation, 
Chairman. 

Enforcement Subcommittee — Mr. John E. Ingersoll, Director 
of the Bureau of Narcotics and Dangerous Drugs, Chairman. 

Each Subcommittee was given direction on the scope and 
nature of its study and assigned certain questions by the 
Task Force. The Task Force requested the Health Subccamnittee 
to prepare a comprehensive report on the medical Implications 
of marihuana use. The Task Force was particularly interested 
in learning by whom and to what extent marihuana is used 
and the health dangers involved, if any. This Subcommittee 
was also requested to report on present efforts to educate 
the public about drug abuse and to recommend particular 
areas where educational efforts can be increased and con- 
centrated. 

The Resources Subcommittee was asked to survey and 
report on the manpower and facilities available to aid in 
the control of trafficking in marihuana. This Subcommittee 
undertook an analysis and comparison of the resource needs 
of existing law enforcement agencies to enable such agencies 
to participate effectively in a long-range program for 
marihuana control. 
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The Enforcement Subcommittee developed a recdminended 
plan of action, for immediate and long-term implementation, 
designed to have a significant impact on unlawful marihuana 
trafficking across the Mexican border. Its study included 
an examination of existing programs of law enforcement 
agencies with a view to the improvement of coordination 
and efficiency. The Enforcement Subcommittee defined the 
various aspects of the enforcement problem , reached certain 
conclusions and made appropriate recoiranendations for imple- 
mentation. 

These Subcommittees devoted considerable time to careful 
study of the assigned subject matter. As an example of the 
effort expended, the Enforcement Subcommittee devoted over 
25 hours for discussion meetings within a three-week period 
of time. 

The Task Force considered the Subcommittee reports during 
its second meeting on April 28, 1969. The reports were dis- 
cussed in detail, and Task Force members made suggestions for 
changes and additions. The final report in draft was submitted 
to each member of the Task Force for discussion and approval 
at a concluding meeting on May 19, 1969. 

This final comprehensive report is a product of the 
extensive research and study by the Task Force of an extremely 
complex problem. 
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m» PREVENTIOWvaND CONTROL OF PROG SMU 66LING 

m !rite Ukktti^ febftpfeft ~ „ ^ 

BORDER CROSSING RESTRICPIOWS - 

The suppression of drug smuggling along the border is 
directly related to the physical and regulatory control of 
individuals and conveyances. The huge volume of vehicle 
and pedestrian traffic crossing at border points creates 
serious enforcement problems for Customs officials. The 
limited manpower available and the enormous volume of 
traffic make it impossible to Inspect adequately each 
vehicle to determine if it is transporting contraband. 
Inspectors detain and carefully search only those cars or 
individuals whose lijcelihood of possessing contraband 
merits secondary inspection. Since it is impossible under 
this method to detect all persons who may have contraband 
items, many smugglers successfully traverse the border. 
Any information that could lead to some common denominator 
as to the kind of person who smuggles contraband articles , 
should be analyzed. This would aid border inspectors In 
their discretionary authority to search persons and vehicles. 

The Task Force recommends: 

Case histories of past and future smuggling 
owatlons Should fee analyisecl ^o^ determine 
ietentitiabie characteristic patterns of rougglers 
to facilitate primary inspection at the border . 

One way to decrease the flow of vehicular traffic would 
be to encourage those traveling to Mexican border cities for 
brief visits to leave their cars and enter Mexico by foot. 
This procedure could be encouraged by providing additional 
parking facilities at border crossing points. Because of 
the advantages of parking a vehicle on the U« S. side, many 
temporary visitors would probably desire to use such parking 
facilities. 

The Task Force recoDnmends : 

The United States Government should aoguire 

f roper ty at border crossings - for" th e con strue- 
ion Of parKing facilities . 

The immigration and Naturalization Service has stressed 
the effectiveness of fences currently installed near authorized 
points and is eonvinoed that their extension would enhance 
efforts to restrict unauthorised crossings. 



The Task Force recommends: 

Existing fences along the On! ted States-Mexican 
Border shoald be extended after careful deterST- 
nations are made of those areas where sncK 
extensions are most needed and' woold haveT'th e 
most beneficial effect T" * 

The lack of sufficient easements at the border, particularly 
at metropolitan points, compounds the problem of choking off 
traffic at unauthorized entry points. In such areas, an 
easement of at least thirty feet would be necessary to effec- 
tively control these areas. 

The Task Force reccnnmends : 

Easements op to thirty feet wide at metropolitan 
border points should be granted to the United 
States Government to enhance its efforts t o 
restrict unauthorized crossings . ~ 

The large number of military personnel in San Diego 
produces an economic boost for Tijuana. It also creates 
many problems with respect to the safety and welfare of 
these men. Although a relatively small percentage of the 
military element is involved in the smuggling of narcotics, 
the social and commercial atmosphere produced by the drug 
trade in Tijuana greatly affects their activities. Should 
Tijuana be placed off limits to all military personnel, the 
effect on the local economy would be substantial. Such 
action could be considered as an inducement for better drug 
control along the border. 

The Task Force recommends: 

A study should be made by the Department 
of Defense to consider the feasibility of 
inqposing an off-limits restriction" on militar y 
personnel at Tijuana . 

Aliens are inadmissible to the United States under the 
Immigration and Nationality Act if they are narcotic drug 
addicts or if they have been convicted of a violation or 
conspiracy to violate any law or regulation relating to the 
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illicit possession of, or traffic in, narcotic drugs or 
marihuana. They are also inadmissible if the Immigration 
Officer knows or has reason to believe such aliens have 
been illicit traffickers in narcotic drugs. Furthermore, 
alien narcotic drug addicts convicted of offenses involving 
narcotic drugs or marihuana trafficking or possession, are 
subject to deportation. There is a program whereby the 
Bureau of Narcotics and Dangerous Drugs and the Bureau 
of Customs furnish the Immigration and Naturalization 
Service information concerning aliens who are arrested for 
criminal offenses involving narcotic drugs or marihuana. 

DRUG DETECTION METHODS AND DEVICES 

The Task Force discussed many technical devices presently 
available and in the experimental state that would aid in the 
detection of drugs at the border. 

Because further study Is necessary of the many scientific 
considerations that are necessary in determining the feasibility 
of a potential border detection device, a committee should be 
established to review the devices which may become available 
for future utilization. The White House Office of Science 
and Technology should be consulted for assistance in this 
endeavor . 

Dogs, German shepherds particularly, have been trained 
to detect marihuana, and one such animal is being used by 
Customs at San Ysidro, California. It has been under test 
for approximately one year, not only at San Ysidro border 
points, but also at air cargo sections, mail sections and 
at other points along the border. Results have not been 
conclusive but tend to indicate . that the dog requires 
considerable time, manpower and effort to sustain. The 
dog has assisted in the detection of some marihuana and 
definitely has a psychological effect on smugglers amounting 
to a limited deterrent. However, the limited work time of 
the dog is approximately four hours per day. It requires 
a trainer-handler who might otherwise be engaged in regular 
searching activities. 

The Army has trained a number of dogs for these purposes. 
However, there is a problem of Army involvement on the Mexican 
border because of posse comit atus statutes. 



There are numerous perimeter detection devices that could 
be utilized to cover the border area These would be used 
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primarily by the Border Patrol to cover border areas outside 
of designated crossing points. The Border Patrol is preslf»f£tly 
using a sensor device, which when activated, indicates to a 
centralized unit that an object has crossed the border at 
the point. Regardless of what devices are implemented, there 
must be sufficient manpower to back them up. The intrusion 
device presently used at the border enables the Border Patrol 
to detect more intruders than could possibly be done with 
the human eye at night, but its effectiveness in stopping 
intruders can only be measured in terms of available personnel 
to follow up each border-crossing detection. 

The Task Force recommends: 

A committee should be established to study 
iSelsting means of detection " to _evaluate thei r 
relative eflfectiyeness . • The Office of Science 
and Technology should participate in this 
study and^ render technical advice eaiMr assist" 
ance to the committee . ■"■ 

The Dni ted States Government should obtain 
perimeter detection devices that are economieallv 
feasible and practical for use on the border . 

BORDER SURVEILLRNCE OF AIRCRAFT AND VESSELS 

Based on reports submitted to the Task Force, it would 
appear the use of aircraft in the smuggling of drugs from 
Mexico is on the increase and it poses a problem requiring 
more attention. Air smuggling usually involves small rented 
or leased planes which proceed to obscure airports or makeshift 
landing fields in Mexico. Upon returning to the United States 
they either discard their contraband by air drops at secluded 
locations or they land at small private fields or on roads 
where their presence is unlikely to be observed. Present 
efforts to detect these illegal flights must be considered 
inadequate . 

The Immigration and Naturalization Service currently 
employs 20 planes along the Mexican border. They are 
primarily used for observation purposes and are not con- 
sidered to have pursuit capability. In addition, they 
maintain an Air Intelligence Center at Yuna, Arizona, 
where data on 73> 000 private aircraft and pilots, including 
pilots suspected of alien smuggling, is catalogued. 
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The Bureau of Customs has only one aircraft at the 
present time. It has pursuit capability and is used 
primarily in the investigation of smuggling at the Mexican 
border. 

The pilots of these government planes have gathered, 
in the normal course of their contact within the flying 
fraternity, considerable information of value relating to 
smuggling activity. Wider dissemination and exchange of 
such intelligence is clearly desirable. 

In examining the role of the Federal Aviation Administration 
in relation to illicit flights and the licensing of pilots, 
it is apparent that existing regulations and sanctions should 
be reviewed at an early date. For example, at the present 
time, private pilots of non-commercial aircraft are not 
required to file a flight plan on a non-instrument flight 
prior to departure for Mexico. Precedence exists for the 
promulgation of such requirements. Conviction for smuggling 
or other felonies is not grounds for the revocation of an 
airman's license. Only the airman's skill and physical 
fitness is an issue in such action. 

There is some recent evidence to indicate that small 
pleasure boats are sometimes used in drug smuggling. Smuggling 
by boat is potentially a very serious problem. It represents 
a means of smuggling that is very difficult to control. 
Effective surveillance of the thousands of pleasure crafts 
operating in the waters off southern California and in the 
Gulf of Mexico would represent a Herculean task and would 
not, at this time, justify the expenditure of manpower and 
equipment necessary to implement a meaningful program. Better 
coverage might be achieved at various Mexican ports of call 
and investigative procedures relating to small vessels should 
concentrate on gathering intelligence on their illegal use. 

The Task Force recommends: 

FAA regulations should be amended to require 
the filing of a flight plan prior to departure 
of all' aircrart on international flights between 
M exico and the United States . 

FAA statutes and regulations sho uld be revised 
to permit license revocation in ' jbhe' case of 
pilots co nv fctied' o'f" smuggling,' or' possession 
o f contraband drugs . 
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Existing radar fjacilitieg along the Mexican 
border should be"lexpandaA and Improved to ''.g- 
conduct g re ater surveilian ce of low altitude 
aircraft and canyon air corridors * 

Pursuit-type aircraft should be utilized on 
an increased basis to ccmbat smuggling by air . 

UTILIZATION OF EHFORCEMENT PERSONNEL 

The Bureau of Custons, the Bureau of Narcotics and 
Dangerous Drugs, and the Iranigration and Naturalization 
Semrice need greatly increased manpower to carry out the 
duties and responsibilities of their respective agencies. 
Should a manpower increase be granted, the agencies would 
utilize these additional personnel as follows: 

1. Customs would significantly increase its 
agent personnel, a substantial portion of 
whom would be assigned to augment the anti- 
smxiggling drive by increasing information 
gathering facilities and enqphasizlng 
smuggling conspiracy investigations. 

2. The Border Patrol would utilize new personnel 
at border areas other than designated crossing 
points. This would augment the Border Patrol's 
current effort to make it more difficult to 
avoid the ports of entry and to discourage 
potential smugglers from using unauthorized 
entry areas. 

3. The Bureau of Narcotics and Dangerous Drugs would 
utilize its additional manpower to develop intelli- 
gence data, form specialized mobile units, and 
expand undercover operations and conspiracy-type 
investigations. 
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VI. BOLE AWD BESPOWSIBIUTg OF STATE DEPABTMENT 
1» gECiURIN^ rtEXICAH COOPERATION ^ 



VbB Department of State is the primary representative 
for communicating to foreign governments the vital 
interests of the Utaited States and for doing everything 
necessary to advance those interests through diplomacy. 
The consumption in the United States of drugs and narcotics 
produced abroad and illegally imported into this country 
has reached such proportion as to be in the hicfhest rank 
of those matters affecting the vital interests of the 
nation. 

Accordingly, the Department of State, in its 
dealings with the highest officials of Mexico and in the 
setting of agenda therefore, should give no subject 
higher priority or greater emphasis than the desire of 
the United States to realize an eradication of the pro- 
duction and refinement in Mexico of opium poppies and 
marihuana in violation of Mexican laws. The basic 
responsibility for effecting such control lies with the 
Government of Mexico and its law enforcement agencies. 
Nothing should be done which would weaken or shift 
that burden of responsibility. Only a massive, continuous 
effort, directed by the highest of fxciais o£ Mexico , 
will significantly curtail the production and refinemen t 
"of marihuana and other dangerous drugs. 

The Task Force recommends: 

The Department of State must devote its 
efforts to persuading Mexico to place a 
program for eradication and control of 
marihuana and dangerous drugs among the 
highest of its national priorities . 

The United States Ambassador in Mexico 
should have this problem on his highest 
priority list on a continuing basis . 
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MEMORANDUM 



THE WHITE HOUSE 



WAiatHOTOH 



JUNE 18, 1969 



FOR THE PRESIDENT 



Herewith is a report of your marijuana and dangerous drugs 
task force headed by Dick Kleindienst. - 



We have prepared a brief synopsis of the report which is 
attached to its cover. 



The task force recommends that the Mexican government be 
forced into a program of defoliation of the marijuana plants 
(using borrowed or leased equipment from the United States) 
by commencing a campaign o£ strict enforcement and 
customs inspection at the border including control of small 
plane flights, etc. 




Attachment 



THE WHITE HOUSE 
WAS H I NGTON 



June 27, 1969 



MEMORANDUM FOR 



Honorable William P. Rogers 
Honorable David M. Kennedy- 
Honorable Melvin R, Laird 
Honorable John N. Mitchell 
Honorable Clifford M. Hardin 
Honorable Maurice H. Stans 
Honorable Robert H. Finch 
Honorable John A, Volpe 
Honorable Robert Kunzig 

"Action Task Force" 

Narcotics, Marihuana and Dangerous Drugs 



On June 3, 1969, Secretary Kennedy and Attorney General Mitchell 
submitted to me an inter -departmental task force report dealing 
primarily -with narcotics and marihuana, their traffic between 
Mexico and the United States and their sale and consumption in 
the United States, Some 23 persons representing ten Departments 
and agencies of the Government worked several months on the 
report, I concur in the basic conclusions and in the essential 
recommendations of the report. 

In order to implement many, if not all, of the essential 
recommendations of the report as expeditiously as possible, I 
have this date asked the Deputy Attorney General to organize 
and place into immediate operation an "Action Task Force". 
This task force will proceed at once upon the following general 
guidelines: 
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• 1. In concultation with the respective Cabinet Officer 
or Agency head, and the Deputy Attorney General, 
there will be iixmiediately appointed one. person to 
serve on the task force from the following Departments 
or divisions thereof: 

a) Customs 

b) Defense 

c) BNDD 

d) Criminal Division - Justice 

e) FBI 

f) Immigration 

g) Transportation 

2. The Ambassador to Mexico shall be kept advised of 
all programs of the task force by the Deputy 
Attorney General. 

3. The task force shall bring about and put into action 
immediate steps calculated to make a frontal attack 
on the narcotic, marihuana and dangerous drug 
traffic across the Mexican border. 

4. Specific proposals of the task force shall be submitted 
to the Attorney General in advance and prior to their 
effectuation. 

5. I hereby designate John Ehrlichman, Counsel to the 
President, with the authority and responsibility to 
either consider and resolve any problemi^ which 
might arise in connection herewith or to refer the 
same to me for disposition. 

6. The Deputy Attorney General shall submit interim 
written reports to the Attorney General and to the 
Counsel to the President, and, in addition, shall 
prepare a full report at the end of each three -month 
period following July 1, 1969, to the President and 
the Attorney General, 
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7, The work of the task force shall be confidential 

and any and all publicity with respect to its work and 
accomplishments shall be released only by the 
White House. 

The work of this task force is government -wide. Because of the 
alarming increase during the past three years in the consumption 
of marihuana in particular by our Nation's youth, the task force 
and its work must be given high priority. I request that each 
Cabinet Officer and Agency head give his Department's or Agency's 
unqualified support to the task force in terms of cooperation, 
facilities, resources and personnel wherever and however possible. 




:^09roacj uox,LW paidoQ 



DECLASSIFIED 
AuthorityN (\f \)^(,cf rrt ? 




Departmen^of^tate 



TELEGR 



m 



CONFIDENTIAL 759 
PAGE 01 MEXICO 0't038 2323272 
85 

ACTION SS 70 

INFO OCT 01iC!AE 00//071 W 

y o,»«.«»=,^»-..»„,o.„. 06800* 

R a3S2*9Z jut: 69 
FM AMEMBASsV MEXICO 
TO SECSTATE WaSHDC 791 

CONFIDENTIAL MEXICO 4038 
HMO IS 



REFi MEXICO 4015 

u Through ovpRsiGHT* i nequecte to report" that ouring my 

CONVERSATION WITH PRESIDENT DIaZ OftOAZ YESTERoaY* I REPORTED 
THAT HIGHEST LEVEL OF US QOVERNEmENT WaS DEEPLY CONCERNED 
ABOUT PROBLEMS OF NARCOTICS TRAFfIC ENTRY INTO UNITED STATES 
From MEXICO" I MENTIONED BRIEFINqS AT HIQH LEVELS IN WASHINGTON 
ON THIS SUBJECT. 

2« DIAZ ORDAZ REPLIED THaT MEXICO WAS ALSO VERY MUCH PREO- 
CCUPIED WITH THIS QUESTION AND WaS AlREAOY CONTRIBUTING TO 
SURVEILLANCE ACTIVITIES AT A COST NOT ONLY OF MONEY AND EFFORT 
8UT OF LIVES OF CONTROL aQENTS WhO' WERE SOMETIMES KILLED IN 
THE LINE OF DUTY» PRESIDENT OF MeXICQ ADDED I COULO ASSURE 
ALL OF THOSE INTERESTED IN WASHINGTON OF HIS OWN PERSONAL 
ATTENTION TO THIS MATTER. HE THANKED ME FOR INFORMING HIM OF 
OUR OWN PROFOUND WORRY AT PRESENT SITUATION* HE CONCLUDED HE 
WOULD BE GLAD TO HAVE MEXICAN DELEGATION CONTINUE TO DISCUSS 
THIS SUBJECT AT HIQH LEVELS WITH US i 
MC8'<I0E 
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CONFIDENTIAL 



THS WHITE HOUSE 



MEMORA3SIDtJM FOR THE PRESIDENT 
FROM: Henry A, KLsaiagf^ 

SUBJECT: Youa: Meeting ^%fe Mexxcim President Gustavo 
Diaz Ordaz, September 8 



You are scheduled to participate with President Diaz Ordaz in a 
ceremony dedicating ifcie Amistad (FriendaHp) Dam at 1;35 p.m. 
September 8, when you will be returning to WasMagton from San 
Clement©. Amistad Dam, wMch is located on the Rio Grande 
12 miles from Del BAQt t^ma, Twaa constructed joinily Tby 
Mexico and the United States under the auspices of the US-Mesico 
International Boundary and Water Comraission. 

You and President Diaz Ordaz are each scheduled to make brief 
(6-10 minutes) a4dree@e@ at the dam site during the dedication 
ceremony. Following the cerexnony fsvhich wiU last about 50 
minutes). President Diaz Ordaz wUl host a luncheon for approsd- 
mately 110 guests at a building on the Mexican side of the border, 
(President Johnson hosted at the last meeting in El Paso in 
December 1968* ) After the Inncheon you are scheduled to meet 
privately for about 45 minutes with President Diaz Ordaz in an- 
other room. President Diaz Ordaz does not speak English. He 
specifically requested that the State Department provide its inter- 
preter, Donald Barnes, whom he kaows from previous meetings. 

Mexican Foreign Minister Carrillo Flores, Secretary Rogers, 
asd oUiea? advisers wiH meet simultaneously In an adjacent room 
and will be available should you wish them to join you later, 
(The ladies will remain in the luncheon room iox a musical 
program, ) 

FotEowSbig your private conversation, you will rejoin the guests 
in the dining room. You may wish to suggest iibat yoi* andr 
President Diaz Ordaz offer brief farewell remarks. 



SECRET 



SECRET 



President Itiaz Ordaz will arrive for the meetitig at the airfield 
in Ciudad Actma, across the river from Del Rio. He will,a:notor 
to the dara sit© and meet you there^ where appropriate honors 
will be rendered in front of the assemhled crowd. Because of 
his recent eye operation. President IM.az Orda-z cannot travel by 
helicopter; therefore, he will depart l3ie dam by car separately 
after your private meeting. . A schedule of the entire meeting and 
a detailed scenario is at Enclosure 6, 

The temperature is likely to be quite high during the open-air 
c©E©i33©ay. However, the Imcheon ^d private meeting wttJ be 
i^eld in an air-conditioned building. 

Talicing Points on the subjects likely to arise dxiring your conver- 
sation with President IHaz Ordaz and Background Plapers on these 
STSbjectS are at JEJucloswje l. A memprandwn from Secretary 
. Rogers on the background and objecfives of <3ie meeting is at 
Enclosure 2. A copy of Governor Rockefeller's memorandimi to 
you summarizing his conversation wifh President IMass Ordas in 
Mexico during his visit there in May is attached for your backgaroand 
information at Endosure 2. 

Talking Points for your brief address at the dedication ceremony, 
your toast at the luncheon and a possible farewell statement are 
at Enclosure 4, Additional background information &jid biographic 
imtterial are at Enclosures 5 and 7. 

The meeting at Amistad Dam is important because it will demon- 
sttate the contintiation of the close and constmctive relations which 
exist between the United States and Mexico, it will give you an 
opportunity to establish your personal interest^ xnaintaining a 
spfe'cial relationship with the MeadLcan President. 

I believe it will also be a fitting occasion to begin, in yonr pub- 
lic remarks, to a£££rm your recognition of the special Western 
Hemisphere relationship (as you indicated in the recent NSC 
discussion on Latin America) as a concept which will tmderlie 
your new Ijatin American poHcxes. 

The Xiatins understand that your basic policy decisions will be 
taken ai&er you have reviewed the Rockefeller Report, but they 
are very ansdous for reassuring signals that they are not forgotten 
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among your other priority concerns. The "special relationship" 
fheme will he reassuring to them, hot will not foreclose any 
specific policy or program options. It also ties in nicely to the 
Mexican meefang, since Mexico can be cited as a prime example 
of i3ie "special relationship. *' 

President Diaz Qrdaz attaches great importance to his meeting 
wi1±L yon . He is in the fifth year of a six-year term of office 
(ineligible for re-election) and he is particularly prond of having 
maintained cordial relations with the United States without com- 
promising Mexico's basic foreign policy tenet of strict indepen- 
dence, Diaz Ordaz will be interested in establishing a personal 
rapport with you and demonstrating his rapport to the Mexican 
people. We have no., major bilatearal problems outstanding with 
Mexico, and we anticipate that be wxU raise few bdlsLtesral issues 
at yonr first meeting. 

The main subjects President Dlaa Ordaz may wish to raise with 
you are: 

1. US-Mexico Trade Relations ; Diaz Ordaz may esipress concern 
about the growing protectionist feeling in the US and measures 
which restrict importation of commodities important to Mexico 
Qa& emphasized this point to Governor Rockefeller), 

Z. ; Colorado River Water Salinity ! Diaz Ordaz may indicate l2ia$ 
he is tinder domestic presstire to take the matter of Colorado 
River salinity to the International Court of Justice, but that he 
intends to continue working for a practical solution along the 
lines of -file 1965 agreement. 

You may wish to raise the following points withTKaz Ordaz; 

1, Narcotics; It would be useful for you to inform President 
Diaz Ordaz of our concern and general zaxfcentions regardiz^ the 
narcotics . problem and to reassure him that we will constat with 
Mexico before Bxxa decisions are taken ia matters -which affect 
Mexico. 
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2. ! Settlement of Reroaining Territorial Issues; You may want to 
indicate your support for the e££orta of ihe IBWC Goaoomissionerfe^ 
efforts to find cooperative solutions to the xxiinor territorial pro"b~ 
lems rejaiaining between our two countries, 

3. US-'Latin American Relations ; You may wish to indicate the 
administration is giving active consideration to Governor Rockefeller' i 
Report, note the importance you 'attach to the specM.1 Western 
Hemisphere relationship, and ask Diaz Ordaz for Ms views on 

Latin America -tTnited States relations. 

4. Your Recent World Trip; To convey the impression you recog- 
nize Mexico's global role, you may want to give President Diaz 
Ordaz a brief account of your recent world trip and of the US 
approach to major world problems. 

President Diaz Ordaz has been a moderate and effective leader 
of Mexico, However, there are indications that he has begun to 
stiff er somewhat from a "lameduck" syndrome. A lawyer, scholar, 
and politician, Diaz Ordaz is a serioos yet cordial man of genuinely 
sijthple and conservative tastes. He regards his personal relation- 
ship with the American President as a matter of great personal 
satisfaction and is delighted by your decision to meet with him at 
AiMstad Dam, He will do everything possible to make the visit 
pleasant, cordial and non-controversial. 
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Talking Points Memorandum 

Backup Papers 

United States - Mexico Trade A 

Lower Colorado River Salinity Problem B 
Lower Rio Grande Flood Control . C 

Control of Illegal Traffic in Artifacts D 

Gnlf of California Desalting Study E 

Gulf of California P 
United States-Mexico Commission for 

Border Development and Friendship G 

Narcotics H 
Settlement of all Pending Territorial ■ 

Differences I " 

Honduras-El Salvador Conflict J 

Other Outstanding Bilateral Issues K 

MEMORANDUM FROM SECRETARY OP STATE 

MEMORAI^tDUM FROM GOVERNOR ROCKEFELI.ER 

PUBLIC STATEMENTS (Separate Package) 

Remarks at Dedication o£ Aiaistad Dam A 

— Text at Tab I 

— Talking Points at Tab II 

Toast at Luncheon B 
Farewell Remarks « C 
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BACKGROUND PAPERS 

Fact Sheet on Amistad Dam 
Basic Facts on £tesico 
Mexican Political Situati^ 
Mexican Foreign Relations * 



Schedule 

Detailed Scenario 



BIOGRAPHIC MATERIAL 
Gustavo Diaz Ordaz 
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Guadalupe Borja de Diaz Ordaz 
Aritonio Carrillo Floras 
Fanny Gamboa de Castillo Flores 
Hugo B. Margain 
Margarita de Margain 



TALKING POINTS FOR YOUR MEETING 
WITH PRESIDENT DIAZ ORDA.Z OF MEXICO 
Septettdjer 8, 1969 



SUMMARY 

Points to Emphaajge 

Tlie importance yon attach to contintdng cooperative 
and cordial relations and mutual respect wMch exist 
■• between Mexico and the United' States. 

— Recognition of Mexico's role in the hemisphere and 
international affairs. 

— Your desire to maintain a close personal relationsMp 
^th the Mexican President and to consult with him on 
matters of mutual interest. 

— Your recognition of the special Western Hemisphere 
relationship, which underlies your desire to improve 
the effectiveness of our policies and programs in Latin ■ 
America, 

You may wish to seek Diaz Ordaz' views on 

— The state of United State s-Latin American relations. 

^ — How the US can establish the kind of constructive rela- 

tionship it has with Mexico throughout the hemisphere. 

Fqr openerSy you noay wish to ^ 

Recall your interesting visits to Mexico in 1952, 1955, 
and 1967. 

-- Stress your hope that you can continue the tradition of 
maintaining a close personal relationship between the 
US and Mexican Presidents. 

-- Express appreciation for the warm reception accorded 
Governor Rockefeller, and more recently Ambassador 
McBride. 
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— Extend best wisiies on the foxtlicoimng laoarriage 
(September 10} of President Diaz Ordaz' son. 

— Congratulate him on an effective administration wMch 
has miaintained Mexico's outstanding econozxiic progress. 

— Express hope that he has fully recovered from his recent 
eye operation. 

Tot>ics Diaz Ordaz May Raise 

1. . .US -Mexican Relations 

Diaz Or^z may wish to comment, as he did to Governor Rockefeller, 
on the state of US-Mexican Relations* He will probably say ; 

Mexico's foreign policy derives from its sovereign 

— independence and its. own personality. 

— However, the United States can cotmt on Mexico's strong 
friendship when it is faced with any major problem or 
military danger. 

Our bilateral relations are excellent; all major differ- 
ences between our two countries have been cleared up, 

--He hopes to maintain close personal contact with you,* 

You may wish to say 

You value our cordial relations with^exico as an 
.• essential element of our foreign polics^, 

— The excellent relations between our countries rest on 
mutual respect for each other's sovereignty, as well 
as on mutual interests. 

You share President Diaz Ordaz' desire to maintain 
close person?! relations, as your predecessors did. 

— You intend to cou^ult with him from time to time on 
nmtters of mutual interest. 
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— He may note that tiie US. reaction is urcC ortunately "being 
interpreted in some quarters as a sign of a cooling in ' 
US-Mexican relations. 

Yon may wisti to say 

Our reservation relates solely to onr concern that 
! Mexico's claim could be used as a precedent for closing 

international waters elsewhere in wMch we have strong 
security smd other interests. 

— Our response should not be considered in the contest of 
our bilateral relations, but rather as a matter of prin- 
ciple in the contesrfc of our global interests. 

8, US -Mexico Border Development Commission (CODAF) 
(Background Paper at Tab G) 

Diaz Ordaz noay ask for your jxtdgment of the work of the Border 
Development Conomission, He may express concern over eom& 
border issues, such as sales by duty free stores along the border, 
US union pressures against entry of Mexican laborers {"green card" 
holders) into the United Staiea, and establishment of US border 
industries in Mexico. 

You may wish to say 

CODAF has done some useful work in improving living 
conditions along the border. 

-- You have full confidence that new Chairman of the 
US Section, Assistant Secretary Merger and the new 
Executive Director, Antonio Uodrigufca, will help the 
Commission to achieve its potential for dealing with 
border problems. 

POINTS YOU MAY WISH TO KAISE 

i: The Narcotics Problem {Background Paper at Tab H) 

A major US enforcement effort in this field will get under way 
' shortly. This will involve tighteniTig up controls along i^be Mexican 
border, where a large percentage of narcotics traffic passes. We 
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have held consiJltations with the Me:Kican Government, but an xm- 
f ortunate slip-up last week by the Navy, announced that it 

was declaring Tiajuana off limits to all military personnel because 
of exposure to narcotics, ruffled Mexican sensitivities. Ambassador 
McfBride has explained to the Mesdcaa Government that the Navy 
announcement was an error and tliat no firm decisions have been taken. 

You niay wish to say 

We are very much concerned about the problem of drug 
abuse in Hhe United States. 

We appreciate Mexico's continuing cooperation in tsrying 
to meet this problem; you understand that at the meeting 
of enforcement officials- in Mexico last June, both sides 
agreed on t3ie need for stepped up enforcement activities. 

— We are considering plans for major enforcement efforts, 

-- Ambassador McBride will be instructed to consult with 
Foreign Secretary Carrillo Flore s in advance of any 
effort, after firm decisions are taken. 

You hope that our enforcemient of£.cials can continue to 
work together closely. We would be happy to host another 
meeting soon in Washington. 

2. Settlement of Remaining Territorial Issues (Background Paper 
Tab I) 

There are several minor territoirial quesMons pending wltih Mexico. 
The most importgmt of these relates to the Ojimga tracts, wMcb are 
under active discussion between tide IBWC Comflidssioners. 

You may wish to say 

— You understand that this matter is under active discussion. 

— You support this effort and regird it as evidence of the 
intention of both cotmtries to find cooperative solutions 
to long-standing problems. 
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Diaz Ordaz will probably say 

He hopes iibis problem can be resolved in a cooperative 
way; 

--It may be desirable to try to acMeve a comprehensive 
settlement of all outstanding territorial issues, includ- 
ing agreement on procedures to deal wilh such territorial 
questions in the future. 

3. El Salvador- Honduras Conflict 

It might be useful to comment on the continuing problem of the 
El Salvador -Honduras dispute and encourage Diaz Ordaz to have 
the Meiidlcan Government flay a more active role in seeking a 
solution. 

You may wish to say 

— You were gratified that iJie OA.S members were "effective 
. : ' in their effort to obtain prompt withdrawal of Salvadoran 

troops. 

The roots of the problem are complex and deep, and it 
is important that the OAS miembers continue to work 
actively towards a permaxiezit solution to prevent a 
renewal of hostilities. 

— We are working quietly, bolh bilaterally and through 
the OAS mechanisms, to persuade both Honduras and 
El Salvador to adopt more conciliatory attifwdes for 
negotiations and to reverse the grow^g arms race 
between the two countries, 

— You feel that Mexico, which has great influence in 
Central America, can be very helpful in seeking a 
constructive solution. 

Diag Ordag will probably say 

--He shares your concern about the situation. 

Mexico will contiatte to work with the other OAS members 
to tiad a positive solution. 
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Mexico must proceed with some restraint, since 
some Central Americans increasiagly view Mexico as 
Hie "Colossus of the North. " 



4, US "Latin American Relatjone 
You may wish td say 

— We are giving very active consideration to Governor 
Rockefeller's report in considering new approaches to 
our Latin American policy. 

— You believe that the United States is bound to the nations 
of the Western Hemisphere by a special relationship, 
and that concept will ttnderlie our policy approach. 

— You would be interested in President Diaa Ordaz* views 
on the state of US -Latin American relations. 

Diaz Ordaz will probably say 

— He has always felt tlbat the Alliance for Progress raised 
high hopes which could not be fuMILed; 

— US trade policy is critically important to Latin American 
economic progress. 

--He told Governor Rockefeller that the Inter -American 
system needs to be reinvigorated politically and coordin- 
ated more effectively with other organizations. 

5. Your Recent World Trip ^ 

You may wish to give President Diaz Ordaz a brief accouxxt of the 
highlights of your recent world trip and of your approach to some 
major world problems <, 
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PRESIDEMT MXQH' S VISIT TO MEXICO 
SEPTEMBER 8, 1969 

g^eksrotmd- Paper 

l]Td,p.ed States-j^qxico Oomnri pffloTi 
For Border Development and yyiends^lp 



Organization and History 

The USrMexico Coiaoiission for Border Development and 
Friendship -was created through an Exchange of Kotes dated 
No-^i'eiiiber 30 and December 3, 1966, in accordance with 
previous agreement that a joint conEolsslon would help to 
accelerate the economic and social development of both 
sides of the border and strengthen the friendly relations 
between the two countries. 

!Dhe Commission consists of sub-cabinet level repre- 
sentatives from the major federal departments of both ' 
nations. A series of joint work groups deal with specific 
areas of concern. On the US side, the work groups include 
representatives of federal agencies, as appropriate, and. 
the COn&F staff. 

Assistant Secretary Charles A. Meyer is the Oiaittnan 
of the US Section of the Commission and Mr. Antonio F. 
Rodriguez is the Commissioner- Director. Ajribassador 
Enrique Sodi Alvarez is Chairman of the ^I^cican Section 
of the Commission. He also serves as Director of the 
National Frontier Program (PROKAF). 

Objectives and Fonctioxis 

CODAF's objective is to address itself to the improve- 
ment of econonde and social conditions along both sid^s of 
the border through cooperative or parallel programs. In 
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addition, the Mexican Government proposed that COB^ 
should concern itself with any programs which would 
stimulate "friendship" between the two countries. 

Accordingly, CODAF stimdlates and guides: 

1) The development of plans and proposals for 
joint, cooperative or parallel activities of 
mutual benefit by focusing the interest and 

; resources of the two federal governments 

on border problems. 

2) Contacts and working relationships between 
local governments and institutions along the 
border. 

3) Demonstration or technical assistance projects, 
in the context of cooperative programs with 
Mexico, which can help meet the needs of local 
border areas. 

Legislative Background 

During its first two years of operation, as CODAF was 
finding its way, it was not clear that the US Section* s 
limited coordinating functions would require statutory 
authorization. However, last year the Congress indicated 
it no longer approved of the method of financing US-COD&f 's 
overhead expenses by contributions of tl^ pairtricipating 
agencies. Accordingly, authorizing legislation is now 
necessary. Senate Joint Resolution .119 es£al>llsiting the 
Commission is now under consideration by Ojngress. 

Jro^ram 

Although the specific programs to be addressed by CODAF 
depend on the conclusions reached at frequent meetings held 
by working groups, it is anticipated that durii^ the coming 
year emphasis will continue to. he placed on joint urban 
development planning, tourism, manpower studies, vocational 
training, . and cultural exchanges. 
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j K Background Paper 

]' \ ■ ■ lijarcotics 



The use of narcotics, danigerous drugs, and marihuana 
;■ ' has increased drastically in recent years in the U.S. 

' " A large percentage of the narcotic traffic comes from 
V ' Mexico. Mexican enforcement efforts have slowly improved 
i but are still inadequate to cope with the problem. 

■ * A team of U.S. enforcement officials, led by the 

Deputy Attorney General, met with their Mexican counter- 
i . . parts in Jtme, 1969. This ineeting was one of- a- series 
1 of' informal disciissions which began In 1961 and have been 

heXd at irregular intervals since then. The participants 
\ ' discussed means of improving informal cooperation betwfeen 
1 ■ the two countries on narcotics enforcement. The two 
? sides issued a comnKraique which, arapng other things, 

\ j . called upon both countries to accelerate their respective 

i enforcement activities. 

Over the years j the Mexicans have, resisted U.S.- 
initiatives to est^lish a" formal bilateral coaradssion 
to coordinate narcotics enforcement. They have, howevei?, 
agreed to the stationing of U.S. enforcement officers on 

i Mexican soil, have accepted laateriel from the U.S. to 

help in their narcotics and marihuana eradication programs, 
and have exchanged intelligence with usf 

'i i ■ ■ ' 

Ambassador McBride has informed President Diaz Ordaz 
of our great concern over the worsening narcotic problem, 
and the President assured him of Mexico's desire to 
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continue dbllaborating closely with lis. Our major problem 
will be to convince the Mexicans to divert substantial 
additional resources into irajproving their poHce capability. 
The Mexicans dre very sensitive to , any suggestion that ■ 
Mexico itself is to blame' fbr the present din^g situation' 
in the U.S . , or that Mexico has been Idx in enforcements • 
Accordingly in our . approaich to ifexlcb'on tMs Isjsne it 
is Important to acloKiwIedge the cooperation received ftxm 
Mexico in the past. 
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MEMORANDUM FOR THE PRESIUEHT 




Subject: Your Meeting with President 
Gustavo Diaz Ordaz of Mexico, 
September 8, 1969 



I You are scheduled to meet with President Gustavo « 

1 Diaz Ordaz on September 8, 1969, to dedicate the new SS" 

i Amistad ("Friendship") Dam, located near Del Rio, 

i j Texas. The Dam was constructed jointly by Mexico and 
; the United States tinder the atispices of "the Mexico- 
U.S. International Botmdary and Water Commission. 

The meeting is important because it will give you 
i the opportunity to demonstrate your personal interest 

; in maintaining the cordial relations which exist between 

j: our. countries. We believe the theme of the meeting 

I should be that the Amlstad Dam is a tangible benefit of 

enlightened cooperation and respect between good 
[ j neighbors. 



President Diaz Ordaz is in the fifth year of a 
six-year term of office. He is not eligible for re- 
election. He is particularly proud of having maintained 
cordial relations with us without compromliSiDg the 
basic Mexican foreign policy tenet of strict Indepex^ence. 

We anticipate that President Diaz Ordaz will not 
discuss bilateral issues extensively at your first 
meeting. He will be interested mainly In establishing 
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a personal rapport with you and demonstrating this rapport 
to the Mexican public which can be expected to give your 
meeting close scrutiny. He may use the occasion, however, 
to express his general view of the importance to Mexico of 
trade with the U. S. Re may also mention the problem of 
Colorado River water salinity. 

For our part, we wish to enqphasize our desire for 
continuing constructive relations with Mexico* We are 
discussing with Mexico the possibility of an omnibus 
settlement of remaining territorial issues (all of them 
minor) along the Rio Grande. You may wish to express 
your support, in principle, for efforts to reach such a 
settlement. 

You may also wish to raise the question of narcotics 
and drug abuse. A major U. S, enforcement effort in this 
field will get under way shortly. This effort will cause 
some inconvenience to travelers on the U, S. side of the 
frontier and will, no doubt, provoke a certain de^ee of 
indignation among Mexican merchants and others dependent 
on the tourist trade. It would be appropriate and de* 
sirable for you to inform President Maa Ordaz of our 
general intentions, while expressixtg your reeognition of 
the fact that Mexico is cooperating,, with us in efforts to 
solve the drug problem. 

Talking points are enclosed. Additional briefing 
materials will be available to you under separate cover. 



William P. Rogers 




Enclosure : 



Talking points 
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TAmN6 PAPER FOR ISOUR MEECIHG WITH 
PRESIDENT DIAZ OBD&Z OF MSXCO 
Septennfoer 8, 1969 



WK3;NG POINTS 



■ Presidential Onener 

I recall my very intearestixig visits to Mexico in 
1952, 1955, and again in 1967. 

— I am looking forward to continuing the close 
cooperation and collaboration which have 
characterized Mexican-U.S. Presldastiai relations 
in recent years. 

, — Mrs. Nixon and I extesad our very best wishes to 
your son who, I understand, is to be martied on 
September 10, 

--I appreciate the warm reception given by you 
first to Governor Roclcefeller and subset^ently 
to Ambassador McBxlde ishen the latter presented 
his credentials in July. 

— I am most satisfied that no major differences 
exist between our countries on substantive 
matters. I would, however, like to bring two 
matters to your attention. 

a. My grave concern abo ut growing drug abuse in 
the United St^es* » 

' ' " ' I was moat pleased to hear of your assurances 
of continuing Mexican cooperation in meeting 
this probl^ (given to Aaobassador SfeSxlde) . 
I was particularly glad that at t5ie June 
meeting of enforceoaeftt of ficia1,s ia Mesdeo 
City both sides agreed on the need ^ 
stepped-up enforcement activities. 
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I am planning to initiate very soon a major 
enforcement effort in the U.S. 

This effort may result in some inconveniences 
to travelers in the U.S. border area. 

Ambassador McBride will be instructisd to brief 
Foreign Secretary Carrillo FIore$ in a^ance 
of this effort. 

^ ~ I hope that both countries can arrange to hold 

another informal meeting of enforcesnent officers 
in the very near future. We will be Im-ppy to 
act as host for such a meeting in Washington, 

b. The U.S. desires to nnsh ahead on the sett lea^t 
o f reiaa iii ij ng .territorial; issues 
countries along the Rio eea 

I understand this matter is under active 
discussion between the IBWC Conmiissiioaers and 
between Ambassador HcBrlde and the Maslean 
Foreign Secret:ary. 

I support this effort and regard it as anoi^ter 
proof of the intention of boi& countries to 
find cooperative, solutions to long-standing 
problems. 

Totfelcs Diaz Ordaz May Raise ^ 

i 

Trade 

— Diaz Ordaz may emphasize to you the great importance 
he places on continuing access to U.S. marlcets for 
Mexican products. The President may e^i^ess concern 
over the delay in creating the sfst&a of generalised 
trade preferences to aid all developljat countries. 

Xon May Wish to Sav 

— < Governor Rockefeller has alrea^ iMfmass^ me tStat 
trade is uppeam^st on the minds of all fiatin 
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American leaders. I anticipate tliat the ^ovemor's 
formal report will give laucli attention tp thi$ 
matter. As far as mx3Lco speoimjoaHy is concerned 
' we have always given special att^tlcm to assuring 

i that differences betnreen us are &^tabty settled 

; and we shall continue to do so. #e are h^pj as4 

\ I ' pleased that various ch^mels saeh as the J^lat 

? ; . trade Cmdttea are- available tcm constiltati&ii qb 
U i natters of txsde, tie ^tall cositia^ to utilise 

these channels f^Ely* 

j ; ^ " ihe Ifoited States is well acmre of the importance 

' that He^co and other developing conntries plac^ on 

[ • the creation of the geaaeralised prefer^ces syst^^. 

\ The IMited States Is c^efnlly stisidyii^ the matter 

i i and. has already t^leS its Ideas on the stihje^r 

[ j tiith the OBSB* Im em^tB^- a JOlsil: report 

; ' preferences vlll he mf:gks^ ont hy iiidnstriaXf<^ 

, ' iaed coimtries in the OSO^. This report -^IX he 

presented to tita developing countries for dbeir 

consideration In Roveaiber^ 

* Colorado Itivfrr S alimLtg 

— Diaz Ordas stay bring to your atteatloa his concern 

[ over renewed public outcry in Me^co os the 

[ I Colorado Bivar salixiity issue. He vdH probably ' 

I ^ i say that despite pressures to t^e the laatt^r to 

i * the International Cosrt o£ Justice, his eovermiiesit 

I* int®ads to continue working for a praotioal 

: soluti(m along- ^e lines of th^lS^^ egreemesnt 

I betwe^ Me3d.ce> and tilte U.S. 

i. •• 

t You Hay Wish to Say 

I — The U.S. will contimie to redtKse, as rabidly as it 

practically can, the salinity of the water deliw^ei 
J 1 to H^sico, We hope that- the mo GovexmeaCS will 

: ! be able to estead' the 19^5 agre^snt ist^h ^s^iirea 

' ' in Sloveaaber 1970 and In t^ils w^ find the soeans to 

a practioal solution. 
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• Mexican Political Situation 



The Hexican political situation continues stable. 
Ptesident Diaz Orda^ has provided, five years of 
moderate, effective leadership, ^ere is no political 
party capa|>Xe of providing serious competltioiK to tite 
ruling PRI Cf artld Q gey^ geicmagip Institttgional) on. a - 
nations?ide scale. 

President Diaz Ordaz*s term in off ice 
ends December 1, 1970. Under tfoe-Heslcan 
Constitution he cannot be re-elected. 

The selection of Diaz Ordas^'s successor 
will occur this fall and general elections 
will be held in the straimer of 1970. After 
extensive consultatiems with party leaders j 
President Oias. OEdaa wtXl make kntown his 
choice, The ch0S^ jasa will then be' ratified 
by & Farty convention. 

At this pxKint, there are t^ee or four men 
viho are given a good ch^nee^to be selected. 
All are Cabinet JSinisters: Luis geheverrla 
(Secretary of Qovemment).; UJLio Martinez 
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Maaaufcou (Secretary of the ?Eesidency) ; 
i Juan Gil Preciado. (Sectetary of Agri- 

culture); and Alfonso Corona del Kosal 
(Regent of the Federal District) • All 
of these men . are of r^lati-vely isoderate 
persuasion; none ai?e ' associated ^«ith' 
the left or xri^t.t^Uig.af.tke.i^rty. . 
All would be aoeeptable frcsa the Dfetited 
States point of vies^. 

. There are several trouble spots in the inteijnal 
situation with tha potential to becoiBe sericms i^roblaas 
in the future. 

The student riots last fall revealed a 
"generation gap" in Mexican polities. 
Important sectors of Mexican, yoisth clearly 
believe that the FBI is no«r more -coocaKned 
with perpetuation of its o»a power t^mk 
with continuing econoiaic/social reform. 
: Winning back the allegtance of tAt&s^ 

alienated sectors will be an ^portant aM 
.. difficult task. 

The moder^ely conservative PAK C^rtido 
. de Accion tiaciqnal ) has baea mafeing ^Im 
but steady pro^r^ess in certain areas of 
Mexico, although it controls no more than 
about. 10 percesit of the natt|mal vote, 
Xt h^ wcHi several is^ortanlTlocal elections 
in the |iast several yejgtrs. This fall the 
PAM is e3^>ected to make a deteiitidned bid f o^e^ 
the Gofvernorship of the State of Yueatasii, 
The PR! could face a dilessssa in this sitssti^r*. 
tt has never lost a state election and to d& 
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so would be a severe psychological setback. 
On the other hand, if the Fia rigs the 
election in Yucatan, the yotith alienation, 
referred to above, may be acceler^feed. 

In general, ho«fev«»r, . the PSI eontiimes to hold 
the sappo/et. of the overs^lidng isajority o£ M^d-cans,- 
particularly the rural se^tQtt organised Islmr, and 
the military. And the Party csm I'eg^ti^t&Iy e^taim 
credit for the growing j sm^ Mghly vlsibles e^sosKisie 
, develof^^t of H<^Kleo. 



?RESIDEMr NIXON'S VISIT TO MEXICO 



SEFTEMBER 8, 1969 



Backgromd Paper 
Mexican Foreign*. Relations ; 

Mexican .foreign policy has traditionally been, based on 
two principles: 

' Non-intervention. in the affairs of other countries; 

Defense of its sovereignty from encroachment by the 
United States. 

! Until- very recently, the implementation' of . the above 
I policies, has "meant to Mexico a relatively passive and 
■ insular role in world and hemisphere affairs. "However, 
with Mexico '6 growing prestige and with her expanding 
economic and convmercial interests, her leaders seem now to 
be beginning to devote energies to increasing Mexican . . 
international activities. 

-.In 1964, President Diaz Ordazs toured.. the Central 
"American countries.. ' ■ 

1 , • f- • 

The Mexicans are very proud of th^r achievement 
in staging the 1968 Olympic Games-. • 

MeKico has joined the Latin 'American ?ree Trade 
Area* ' " ■ ' 

-~ Mexico is playing an important role in certain 
specialized UN agencies, and in the area of de-nuclearisation- 
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Issues with the United States center around bilateral 
. a;^d hemispheric questions, . . ■ 

The "style" in which U.S. -Mexican relations are 
conducted is now very cordial, Mexico, sesfes, and has 
received, a "special relationship" with the U.S. Numerous 
Presidential meetings, and other high level contacts, are .- 
now an accepted part of Mexico's relations with us, 

-- However, it is still mogt imfKirtant that the 
Mexican leadership adopt, at least publicly, an independent 
posture In dealing . v?ith the U.S. (Foreign Secretary Antonio 
Carrlllo Floras, for example, would probably be a. serious 
candidate for the Mexican Presidency were It not for the 
fact that he has been Identified for years as -a "close . 
friend of the gringoes.") 

In OAS affairs, the Mexicans frequently utilize... . 
their "non-intervention" doct3riLne to dempnsijrate t^ir 
independence of the U,S. Eenee, Mexico opposed' caxr action 
in the Dominican Republic in 1965 .and it coftttiiaies to ■ 
Wintaln diplomatic relations with Cuba, - 
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THE WHITE HOUSE 
WASHINGTON 

September 29, 1969 



To: Bud Krogh 
From: Tom Whitehead. 



Attached is a paper from the Budget Bureau on a proposed 
major program issue in the area o£ marihuana policy. 

It has some interesting implications for the process 
whereby policy issues and alternatives are referred to 
the White House and the President, . More importantly, 
if it is an accurate representation of the situation, it 
suggests the possibility that our policy in this area may 
have more political costs than benefits and may backfire. 

I assume you people are the focal point for White House 
involvement in this area and forward this for whatever use 
it may be. 



Attachment 



PROPOSED MAJOR PROGRAM ISSUE ON MARIHUANA POLICY 



Background ; The "Report of the Special Presidential Task 
Force Relating to Narcotics, Marihuana, and Dangerous Drugs" 
(June 6, 1969) represents the basis of Federal policy at the 
present time. The Report recommends stroiig measures to 
suppress the importation of Mexican marihuana. 

The Report served as a grossly inadequate basis for Presidential 
decision, and the. policy line laid down in the Report seems 
likely to result in embarrassment to the President in an area - 
of extreme importance to him. This results from the following: 

1. The President v;as given no policy options, no pro's and 
con's, and no cost estimates . 

The Report asked the President to make a major commitment of 
funds and prestige to the fight against marihuana without looking 
at the alternative of a fight against the hard drugs (LSD, heroin, 
etc.). The problems of the two are different, and a 1967 Budget 
Bureau study suggested .that Federal resources used against the 
hard drugs are about 100 times as effective as equal resources 
used against marihuana. 

The Report listed none of the objections to the policy it proposed, 
some of which are discussed below. Finally, the Report did not 
inform the President of the costs of making the policy effective — 
costs that the discussion below suggests could rise to the 
hundreds of millions of dollars annually. . 

2 , The proposed policy will damage relations with Mexico far 
more than the Report suggests . 

The annual cash value of the marihuana crop to Mexico is on the 
order of $100 million. For a county whose total exports are 
about $1.1 billion, this is an important product. 

To the individual farmer, the value of marihuana may be up to 
40 times the value of any alternative crop. This provides sub- 
stantial incentive for large scale resistance. The Government of 
Mexico may be most reluctant to commit itself to a program with 
such potential for social unrest. 

Thus, if the U.S. desires Mexican participation in a crop 
eradication program, it will probably have to pay a multiple of 
$100 million/year (this is typical of efforts to persuade farmers 
not to produce) plus tens of millions of dollars annually in direct 
budget costs. 
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3. The proposed policy will raise a politicail backlash from 
U.S. border coniinunities . 

Even if the U.S. spends tens of millions of dollars in improved 
border facilities, the blanket search undertaken as "Operation 
Intercept" will continue to keep border contraerce depressed by 
the 50-90 percent now being experienced. According to press 
reports, the United States -Mexican Border Cities Association 
is presently mobilizing Congressmen, Governors, and Mayors to 
protest to the Administration. 

4. The proposed policy has a high risk of making the Administration 
appear inept by playing into the hands of organized crime and 
creating more hard drug addicts . 

The Report failed to consider the place of marihuana in the total 
drug picture. There are substitutes for marihuana, the hard drugs . 
As marihuana becomes scarce, these substitutes v/ill be used. This 
is true to some extent for LSD and heroin but even more likely 
for hashish and the super-potent tetrahydrocannibols (THC) , The 
latter two belong to the same basic family as marihuana, and 
substitution is logical. There is absolutely no benefit to 
society from the substitution of stronger drugs for milder ones. 

Even more seriously, the hard drugs lend themselves to manufacture 
and/or distribution by organized criminal syndicates. It seems 
probable that the Mafia would be a" strong supporter of a diversion 
of Federal resources to marihuana as opposed to hard drugs. 

Since the problem of substitution is known to anyone interested 
in the drug problem, the failure to alert the President to the 
risks of the proposed policy is surprising. 

Study : A major, short-term study should be started at once to 
address the issue of allocation of Federal resources against 
"Yijarihuana vs. hard drugs. The study should compare explicit 
alternatives at equal resource levels. In addition, it should 
cover the following items : 

a. Costs to Mexico of crop eradication program; 

b. Direct budget costs of crop eradication and border 
control ; 



c. Substitution effects. It is not likely that 

precise data will exist, but models can be constructed 
under various assumptions that will illuminate the 
•problem. 

The study should be done on contract or by a group of profes- 
sionals, so as to secure a . judgment independent of that of the 
enforcement agencies. The function of the present Task Force 
should be to review and comment, so that the Xflhite House and the 
Budget Bureau receive the benefits of an adversary process. , The 
reviewing Task Force would benefit from the participation of 
agencies with a more balanced perspective, such as the National 
Academy of Sciences, the Office of Science and Technology, the 
Council of Economic Advisers, and the Bureau of the Budget, all 
of which were excluded from the first effort. 
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THE WHITE HOUSE 

WASaiMOTOH 



MEMOR/S.NDUM FOR THE PRESIDENT 

FROM: Henry A. Kissinger // ■ - 

SUBJECT: Letter to You From Mexican Foreign Minister on 
■-■ Operation Intercept 



In the handwritten-letter at Tab B, the Mexican Foreign Minister asks you to 
take steps to correct the "excesses" of Operation Intercept, the narcotics 
control measure we are enforcing along the length of the US-Mexican border. 
The Foreign Minister states that: 

■ — the operation is doing great harm to the economy of the border region 
and creating serious frictions witliout, as far as he can ascertain, 

being especially effective in stopping marijuna traffic. 

--it has disturbed the Mexican people who cannot understand how, what 
they believe to be a drastic and unfriendly measure could be taken 
two weeks after you met with President Biaz Ordaz. 

he has talked about this to Secretary Rogers, who was attentive and 
sympathetic, but that you are the one who has the authority. 

The Minister acknowledged the unorthodox nature of such a letter and asks your 
pardon, but stresses the unusual nature of the situation. This unusual step 
does, in fact, underline the intensity of the Mexican feeling about Operation 
Intercept. As you know, President Diaz mentioned this "somber curtain" 
over US-Mexican relations during his toast for the astronauts at the official 
luncheon he hosted September 29. 

A great deal of the intensity of the feeling is due, I believe, to the belief that 
the U. S. is cooling off toward Mexico, and that our attitude toward them will 
be basically unfriendly. After years of a very warm relationship, this is 
traumatic to them. . It does appear, in short, that the operation is becoming ■ 
a serious problem in our relations with Mexico, 



In his talk with Secretary Rogers, the Minister suggested a bilateral meeting 
to review the operation and see what could be done to ameliorate the excesses. 
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Justice has agreed to bilateral tall^s, and wo have instructed Entibassy 
Mexico City (cable at Tab C) to inform, the Mexican Government of this 
and to suggest that tiie Mexican Assistant Attorney General communicate 
directly with Deputy Attorney General Kieindienst to work out a time, 
place, and agenda, 

I attach a brief acknowledgment to the Minister's note at Tab A, pointing 
out that in response to his suggestion wo are prepared to enter into 
bilateral consultations on this problem. This is a longer and warmer 
letter tlian might normally be sent to a Foreign Minister, but I think 
the occasion calls for it. 

RECOMMENDATION: 

That you sign the letter at Tab A. 



Attachments 



Dear Mr. Minister; 

I am deeply appreciative for the candor of your letter 
on "Operation Intercept" and of the spirit of friendship 
and interest in the good health of the relationship be- 
tween our two countries which inspired it. Please be 
assured that I fully understand your deep concern. As 
you know, we are prepared to hold bilateral talks with 
offi-cials of your government to review the operation 
and the problems this has caused. This is the direct 
result of your suggestion to Secretary Rogers. 

You will, I know, understand how seriously I view the 
problem of narcotics. Traffic in narcotics has reached 
such proportions that I consider strict enforcement of 
laws against it to be absolutely essential. I am 
convinced that this traffic must be stopped for the sake 
of both our societies, and it was for that reason that 
I stressed the importance of cooperation between our 
two governments when I met with your President at 
Amistad. 

It is naturally not our wish to damage the economies 
of the border area, harm the tourist industry or disrupt 
legitimate border traffic. I am sure that the bilateral 
talks which will be held will be able to find ways to 
achieve the objectives of Operation Intercept with 
minimum disruption of this kind. I would hope, in 
addition, that such talks might be expanded to consider 
how cooperation between our two co\xatries can be 
even more effective in combating this problem, and I 
ask your earnest support for such cooperation. 
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May I express to you again my appreciation for your 
letter, and assure you of my complete understanding 
and good will as well as nay proxound desire to main- 
tain, the cordial friendship and mutual respect that 
have marked relations between our two countries. 



Sincerely, 




His Excellency 
Antonio Garillo Floras 
Secretary for Foreign Relations 
Mexico City, D.F. 
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THE WHITE HOUFE 

WASHI NGTON 



October 7, 1969 



MEMORANDUM FOR: MR. EHRUCHMAN 
FROM: THE PRESIDENT 



What is the situation with regard to the negotiations with Mexico 
on Operation Intercept? Rogers raised the point with me, and I suggested 
he talk to Mitchell and/ or Kleindienst. It would appear jfchat this is the 
time to negotiate since we hayje-^pfroved our point pretty effectively. 



JOltrr DECLATIATIOIT OF TUB UHITED STATES AND MEMCAH 
DELEGATIONS 



Mcadco Clty« October 30, 1080 



FECHA 
PARA 
tt FAK 
DE 

# FAX 



GUBIERTA AUTOM 

[lAR-13-2003 06132 AH 
55530306 



In accordance vrlth the agreement al^nt^ at 
WafitiiDston^ District of C*JuniMi, jtK Octnlior 10, 1069, 
reprPsonUtlvCB ol the G brrn ncnlg of the United Elates of 
America and Mc3tlc..> met la r -rxlco City oo October 27, 28 
and 29, 1069, for bllatci Ml talks on the control of the illi- 
cit traffic in narcotics, miaritiuana ■ and other c!ani;eroue 
drugs. 

At thla nioeiln,?, llie two (3ele£ati:)n8 rc* 
affirmed the joint com.mmlqio issued at Mnxlct* City on June 
11, IDOf), (13 Y.'cU as the cctnmltmcnts entered into by both 
G.)vcrn 'icnts in the agrccrrtF.at fil^nrd In Wastilnjjtwo, D.C, 
on Oct ^bKr 1D09, in uiilcU, by mutual a5rcc:^ipnl, Ope- 

vratloh Inlc.ccpt was Bipcru idctl b/ Operation C-jopoiaUaa. 
ThX (Jnltoil FtatoB n:<tcd that as a result of tho TieaK.ues ta- 
ken in p-u*aiarico of Us commitment, detaya, irrllaUona and 

y/lncmvcninncca at the border and at other i^rta of entry had 
bcpa cdoccri tc»\ vlrti alM pro-Operatlc» lotorcept levtala. 



TUP fnTjip y^r^ 
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Tlio talks vrexe based on Clio agenda which 
emanatod from the at^rooment signed ftt the aboVQ-mentlotted 
Washlnsttm meetlii;;;. The United States delcgatloa pxeseiited 
to t!ie dclejjriUoii of *vrcxlco for Its consldoraUon worklog 
materials reLilln:; to the various Items of the agenda* 

The two d^Iegattooa decided to ectabUsh » 
Joint working group to examine these materials and those 
which wlU bo {nrescQtcd b/ the iMesdcaii delcgatloa la detail 
with a vl(!w to IdenUfylnf^ V>3EH\te bases for agreement be- 
tween the two Governments and to report tholr findings to 
Uie two Coveraments. It was agreed that tlte working group 
would submit a progress report by December 15, and fur- 
ther reports fronj Unie to time, with the understaodlng that 
such reports would only be recommeodfttlons to the respee- 
Uve Governments > 

The delegation of Mexico empliadzcd that, 
in accordance wllh r^cxlcaa national policy and the provisions 
of tlio Mexican CbasUtution, Ua Oov«niment*s efforts to con- 
tlifiie tntenslfyliig ttM fight against the lUegal traf ttc of 

I " 

narcoticfl would 
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ndrcoUcB would continue to be carried out exclasively 
Mexican parsonncl umior Mejilcaa dirtction. Tho United 
StatOfi expressed iin ccmptcto understandlnij; o£ thle poaitloa* 



The ixfo dclGi^tloiui OKprcsfied their satla* 
iaetioii at the spirit mutuat rrlendcihlp and undcrstaadlngc 
vtiloh charactetlti^d the Trtecttni; and reiteratc>d their deter* 
mlnatloil to maintain relations botweon them at the blgfaeet 
levelfl of f rlendshlpi tinderi^^iadin^ and respctct for the 



dignltjr and eoverelgntj 



at their respeeUve countriep« 



Mexico City, October 33, 1969. 



\ 



For the Government of the 



United sktea 



7f America^ 



Ucibert Henry T,[cwrlde 



For the Government of the 
United Mexican States, 



David Franco Rodrfguez 



Richard G. Klelndlenst 



Oscar Rabasa 



Eugene T. Rossldes 



.V ]\i C) () 

tSt«»!..r>tcilMiiS!a>ao 25, 1971 
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Mr . Matthew J. Harvey 
Director 

Office of hogialative Affairs 
Ardency for Jntrv national Do^vclcipmev-t 
Washington J D. C. 

Danr Mr. Karvcy : 



OPS/LA Routlnp 

PEllena 

CP&ernal__: 

JHCaldwelJ ^__J 

Remarks 



A press report fro-x) Mexico City carried -jr-. the 

(page hi) allege? that tht:; niJ.litary officers; ii'i 
charge of the "Falcons" were trained in the Un;! ted 
States. The reports specif i.cally mentioned Co'ionel 
Daa7i Escobar. 



I would appreciate any infc;r 
AID with respect to this matter. 



In addition, p}.ea..se supply a detail<.:d ccscrription 
■ of aid's police or related traiviins p-jrop.ra-v-s ivivoiviug 
Mexican nationals for the last five years. Include the 
naiTies of each Mexican receivinc, such trainirig, as vrell 
as the dates, location, and natiire of rrainin^: . 



Sincerely yours. 



J. W. Fulbrighr 



pECLA3S;n-D 

^^ Ijc. PHOSBAL RESERVE BANK 

By J^tf- ,NARA, Date ^fffh<r 
OFFICE CORRESPONDENCE 

».T^ April 8. 1976 

TO Files SUBJECT: Request for $360 million svap 

■rpniut .qnntt . Parripp drawing by Bank of Mexico 



Cmi PIDEHTIA - L 

Mr. Miguel Mancera, Deputy Director General of 
the Bank of Mexico, called yesterday to request a drawing 
by the Bank of Mexico of the full $360 million available 
under the swap arrangement with the Federal Reserve. He 
explained that Mexico had suffered a sudden heavy outflow of 
funds over the last few days, which had already cost $l60 
million in reserves, including $80 million on April 7 alone. 
More outflows could be expected through -the Easter weekend. 

For some time, the market had been nervous over 
policy possibilities in view of the forthcoming presidential 
election. The election will take place on July U and the 
inauguration of the new president will be on December 1. 
Although it is a foregone conclusion that Lie, Lopez Portillo 
will win, there is genuine market concern over the policies 
of the Echeverria government as it moves into its final months. 
Devaluation rumors in particular are rife, in view of the 
higher rate of inflation in Mexico than in the U.S.' In addition, 
each year prior to Easter weekend the peso is subject to 
speculative selling; in 195^+ the peso was devalued over an 
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Easter weekend, and the market remembers that even today. 
Finally, Mancera noted a political squabble, which had 
developed in recent days, over a bill prepared by the 
government to deal with real estate interests. This has • 
given rise to some rather personalized mud-slinging about 
profiteering in real estate. He naturally did not want to 
go into the specifics, but said that the squabble had been 
damaging to market sentiment at this time. 

Last week, when I was in Mexico, Lie. Fernfindez 
Hurtado, Director General of the Bank of Mexico, had indicated 
that the trade position had improved somewhat in early 1976 
and that Mexico had had a small reserve gain for the first 
quarter of the year. He expected some selling pressure on 
the peso during the Easter period but believed it manageable. 
He thought that the election time in July and inauguration 
in early December might also be difficult. Nevertheless, he 
expressed confidence that they could weather speculative 
pressure as long as the current account continued to improve. 
In that connection, they are banking on the economic recovery 
in the U,S. and elsewhere to expand exports, while Mexico will 
do its best to hold down imports. 

In yesterday's call, Mancera said that the heavy- 
reserve losses were a surprise . With a week and a half to 
go before Easter the outflows would surely continue, and for 
that reason the Bank of Mexico might well need to use the full 



$360 million available under the swap. Although some reflows nojrmally 
develop after the Easter period, Mancera suggested that in view of the 
general atmosphere of uncertainty, it would be realistic to expect that 
they would ask for renewal after three months, with repayment within 
six months. 

Turning to repayment prospects, he said that the Bank of 
Mexico believes that policies already adopted should suffice to stage 
an important improvement in Mexico's current account through next 
October, As of now, no new policy measures are planned. The process 
is more one of maintaining pressure within the government to avoid 
budgetary excesses by the outgoing administration, and the Bank is 
reasonably hopeful that this effort will succeed. 

As backstop to the drawing, Mancera said that reserves 
stand at $1,550 million, including $118 million in gold and super 
gold tranche positions with the Fund and just under $100 million of 
SDEs. Mexico also might have access to up to, $626 million of credit 
tranche drawings from the Fund (including the 45 per cent increase 
agreed at Jamaica) under certain conditions. In addition, although 
he did not specify the amount, the Bank of Mexico has not made 
unusual use of its credit lines with commercial banks. At this stage, 
however, since most of Mexico's currency reserves are held with com- 
mercial banks, heavy liquidation of CD's or drawdowns on credit lines 
would provide those banks with a signal that a significant outflow 
has occurred. On that basis the swap drawing directly on the Federal 
Reserve would help avoid additional repercussions in the marketplace. 



When in Mexico last veek, I raised with Lie. 
Fernandez .Hurtado the question of market concern over the possible 
devaluation of the peso. He reiterated the Mexican authori- 
ties' strong viev that there is no reason for the peso to he 
devalued. He admitted that the rate of inflation in Mexico 
has been higher than in the United States over recent years. 
(Last year, prices there rose by some 13 percent, and the 
authorities hope to reduce this year's rise to no more than 
10 percent.) Nevertheless, he argued that the experience 
with devaluations has been negative both in Mexico, citing 
the Mexican markets' long memory of the 195^+ devaluation, and 
in other developin.g countries, citing the inability of 
devaluation-prone countries like Brazil to bring their 
inflations under control. The Finance Ministry and the Bank 
of Mexico concur that a fixed rate policy vis-Sl-vis the dollar 
is necessary to maintain internal discipline. In their view a 
devaluation would exacerbate inflationary pressures and open 
a pandora's box of other problems. 

On receipt of the request for the swap drawing, 
Mr. Holmes and I discussed the matter with Chairman Burns and Mr. 
Volcleer, Vice Chairman Gardner and Governor Wallich, all of whom 
agreed that the drawing seemed appropriate. Several commented 
that the Mexicans had a good repayment record in the past. In 
discussing the matter with John Reynolds of the Board Staff, 
I suggested that a memorandum be prepared by Yves Maroni , who 
has a sound grasp of the Mexican economic situation. Subsequent 



to our conversations within the Federal Reserve, Mr. Holmes 
and. I consulted with Under Secretary Yeo, who also agreed 
that the drawing was appropriate. I also informed Under 
Secretary for Economic Affairs at the State Department, 
Charles W. Robinson, of the drawing. 

Following these various conversations , I called 
Mancera back and told him that we agreed to the swap drawing 
for value April 9- I stressed that in the event market 
reflows did not occur, we would look to Mexico's drawing 
rights with the Fund as a. take-out. Mancera thanked me for 
responding so quickly, but I answered that the Bank of Mexico's 
excellent repayment record on past drawings had paved the way. 
He was pleased to hear this and indicated that he would stress 
the point in discussions with the government. 



SEP :msb 



Recent Economic and Fi.nn nc ial DevGlo irr.a nts 
in Mexico 
and Pros p ecLs for 1976 -77 



Mexico's balance of payments deficit on current account 
increased substantially in 1975, mainly as a result of the world re- 
cession and a rise in interest payments on external obligations. As 
shown in table 1, according to preliminary data, the current account 
deficit exceeded $4 billion, up from about $2.9 billion in 1974. The 
world recession was the principal reason why most traditional exports 
declined, and it was only because of the steady rise in exports of 
petroleum from wells opened in 1974 that the year ended with the value 
of total exports virtually unchanged from 1974. In contrast, the value 
of imports rose more than 8 per cent. Th^ rise in imports in 1975 was 
modest when compared with 'increases of more than 50 per cent "in each of 
the previous two years, and it was associated with a marked slowdo^m in 
the country's rate of economic activity. The world recession also 
brought about a 5 per cent drop in tourist earnings. The rise in interest 
payments reflects the rapid increase in the country's external debt and 
a rise in the average interest rate. on outstanding obligations. 

f The" current account deficit was financed by a net inflow of 
medium- and long-term capital, as has been the case for many years. 
Last year, this net inflow totalled about $4.3 billion, over $1.3 billion 
j more than in 1974. This was enough to allow an increase in net official 
I foreign assets of $151 million. - "- 

' . . 
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fable 1 
Mexico - Balance of Payments 
1973-75 



(in million dollars) 





1973 


1974 


19751/ 


Merchandise Exports 
Merchandise Imports 
Trade Balance 


+2,419 
-3j_656 
-1,237 


. +3,443 
-5,754 
-2,311 


+3,445 
-6,283 
-2,838 


Services (net) 
Travel (net) . 
. Investment Income (net) 
Other (net) 


- 252 
(+ 808) 
(-1,135) 
(+ 150) 


- 678 
(+ 902) 
(-1,599) 
(+ 19) 


-1,344 
(+ 810) 
(-1,974) 
(- 180) 


Private Unrequited Transfers .(-net) 


+ 66 


+ 100 


+ 114 


Balance on Current Account 


-1,423 


-2,889 


-4,068 


Govti Unrequited Transfers (net) 


+ 8 


+ 13 


+ 12 


Long-Term Capital (riet)^ .. 

Direct Investment in Mexico "(net) ■ 
Other Long Term Private,-C4pital (net) 
Public Sector Borrowings . (net) 
Subscriptions to IBRD' Snd *iDB 


+1,820 
i:*^:457) 
(+ 119) 
(H,293) 
(- 48) 


+3,048 
(+ 678) 
(+ 590) 
(+1,780) 
( - ) 


+4,303 
(+ 749) 
(+ 854) 
(+2,700) 
( - ) 


Short-Term Capital (net) 

Private Non-Bank Capital (net) 
Bank Capital (net) 


- 308 
(- 17B) 
(- 130) 


+ 242 
(- 441) 
(+ 683) 


+ 486 
(+ 250) 
(+ 236) 


Official Foreign Assets (net) — 
(increase:-) 


- ..144- 


- 32 


- 151 


Errors and Omissions (net) 


+ 46 


- 381 


- 582 



P/ Preliminary 

Source: Interriational Monetary Fund, International Financial 
Statistics, and IMF staff. 
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The country's real gross, domestic product last year is 
estimated at about 4 per cent more than in 1974. V?iUh population 
rising at about 3.5 per cent per year, this represents little real 
growth per capita. The 1975 grov^th rate was also vjell below the average 
rate achieved in the. past 20 years and belo\i? the 1974 rate — both about 
6 per cent. With slower growth came a glower rate of increase in prices, 
but the consumer price index late last year and early this j'ear v;as 
still showing a rise of more than 13 per cent over the ycar-carlier 
levels, and the monthly percentage increase appeared to havH begun to 
turn up in Januarj' and February, after diminishing rather steadily during 
1975. Recent- price movements are summarized in table 2. 

Until early 1973, the rate of inflation in Mexico was compa- • 
rable to. that in the United States. Its ^subsequent acceleration is 
only partly attributable to'' the impact of rising prices of many imported 
products. More important,' 'perhaps, were an accelerated growth of 
domestic expenditures, chiefly by <the public sector, an expansionary 
incomes policy, and shortfalls in agricultural production owing to in- 
clement weather. 

Public spending began to increase faster late in 1972 as the 
Government stepped up its rate of investment and the growth of its 
welfare programs. As' public sector revenues rose more slowly, reliance 
on financing from the banking system grew. However, the ability of the 
banks to channel non-inflationary resources into the purchase of public 
sector securities v/as rising more slowly, and the Bank of Mexico itself 
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ended up holding an increasing amount of tlicse securities. 

At the same time, the authorities undertook to compensate 
workers for the rise in the cost of living and began to grant more 
generous and more frequent increases in '.he minimuin v/jgo, setting the 
pattern for significantly larger raises in other wage categories. The 
latest increase in minimum v/ages, effective early this ycnr, averages 
about 21 per cent (with range of VI to- 34 per cent). This was the 
first increase in 15 months and, like earlier ones, it is fairly close 
to the rate «tf inflation in this 15-month period. It is bound to make 
it more difficult to reduqe the- inflation rate further in 1976. 

Steps began to. be taken to correct the internal financial • 
disequilibrium in the- latter part of 1974. In Septenber of that year, 
the reserve requirement^ of the banks were raised substantially. Sub- 
sequently, some administrative improvements were introduced to achieve 
greater discipline on. cufifent,, government expenditures. In addition, 
a number of taxes were substantially . increased and a new 50 per cent 
tax on gasoline sales was instituted. Rates for public services also 
were raised. At the same time, the decline in world interest rates 
beginning in the latter part of 1974 made Mexican interest rates rela- 
tively more attractive, and this ho'lped the fianncial institutions in 
the country to attract a larger flow of funds than in the previous two 
years, enabling' them to absorb a greater volume of public sector se- 
curities in 1975. Absorption of public securities by the finaiicial. 
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Tabic 2 

Mo>:i.co - ln<I •:< of Consumer Prices 
in ii(::tlco City 
in Selected IJonLlis Since December 1972 













Itonthly 


Change 


from 






Gc-.K- 


■■a 


Change Since 


Same Month 










Last Month Shovm 


Previous Year 






(1%S = 


100) 


(Per cent) 


(Per cent) 


1972 


- December 


■~ ' 12^ 


1 










1973 


- March 


' 128 


2 


41 


1 


+ 7 


4 




June 


•132 


6 


+1 


1 


+ 9 


8 




September 


139 




-fl 


8 


+13 


8 




. December 


149 


5 


+2 


4 


+20 


5 


















1974 


- March 


• ^ fl56 


7 


+1 


6 


+22 


0 




June 




2 


+1 


0 


+21 


6 




September 


169 


3 




7 


+21 


3 




December ' 


180 


6 


+2 


2 


+20 


8 


1975 


-March 


18/. 


6 


+ 


7 


+17 


8 




June 


192 


5 


+1 


4 


+19 


5 




September 


198 


7 


+1 


1 


+17 


4 




Oc tober 


200 


3 


+ 


8 


+15 


2 




November 


202 


8 


+1 


2 


+13 


3 




December 


20/( 


6 


-1- 


9 


+13 


3 


1976 


- January 


207 


9 


+1 


6 


+13 


3 




February 


211 


9 


+1 


9 


+15 


1 



Source: Banco de Mexico, Indj (•♦i.-lor cs Econ o mic os 
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institutions was helped by the severe Tinitifiuns on credit to the 
private sector brought about by the t j s^hLcni 'if, in n'.servc; require- 
ments. 

However, the slowdo\?n in ecnAOmjc- .-:c tii'lty Jis the yenr 
progressed began to cause concern narl, after n-.id-yenr, the Government 
again stopped up the irate of public sji-iMidi^-i;;. "For the year as a Xv'holCj 
about 5 per cent of total public exj-xm.ditu? \T^ve financed directly 
by the Central Bank, and thi'i fi-nanclng actr-inted for about 75 per cent 
of the increase in the moncj' supplj' (itarro- -ly defined). The increase 
in Mj^ in 1975 v?as 23 per. cent, sonievhat more than in the two previous 
years, and about tvrice the, prc-1973 rates. 

For 1976, public spending is prr-j •.•ted by the authorities 
to increase by only 10 per cent' over l:lie Ti^J.^' level. This compares 
with a 30. per cent increase in public spcnO? i>.'-j from 1974 to 1975. If . 
the tecent rates^ of inflation continue uncli.anved during the year, this 
would represent a cut in public sector spen:1.irij; in real terras. Even 



so, the fiscal deficit would amount to abo'.st 27 per cent of total public 
expenditures. The authorities" hope that thxec- fourths of this can be 
financed internally and without direct recourse- to the Central Bank, 
and. the rest externally. To avoid recours:; to the Central Bank, credit 
to the private sector will have to remain tiii^cly restricted. Under, 
such a projection, the rate of grov/th of real CUP for the year would 
probably not exceed the 1975 rate, and thci-o should be some improvement 
in the balance, of payments on current account. /' " '^S"^ 
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There arc reasons to question whether this projection will 
he realized. The recent wa ^e increases appear to exceed vjhat would 
have been consistent x«.th a 10 per cent increase in public spending. 



Moreover, it is likely that public spending will, exceed the projection 
if only because. this is the last year of the term of office of the 
President of Mexico, and the outgoing Administration, like its pre- 
decessors, will want to complete as many of the projects whicli it 
started as it possibly can. The American Embassy reports that privato 
sector economists generally tend to doubt that public spending will be 
held down as much as is officially projected. Private forecasters 
believe that there will be some recovery in real GDP growth, an in- 
tensification of inflation, and a further deterioration of the balance 
of payments on current account. . 

As regards the balance of payments, the worldwide economic 
recovery should be reflected "in an upturn in Mexican .exports and tourist 
earnings. However, Mexican industry may find itself increasingly at a 
competitive disadvantage, after three years of inflation at rates in 
excess of those in the United States, especially if this differential /^^ 
widens in 1976. Also, some tourists may stay away because of Mexico's \ J 
tand on Israel in the United Nations. The principal hope for increased | 
current account earnings lies in the petroleum sector and this could make | 
a substantial contribution. Production from the rich wells of southern | 
Mexico began in 1974 and has not yet reached its full potential. It has 
already turned the country • s position from that of a net importer_p.f_ 
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petroleum to one of n net exporter, as sho^m in tabic 3. Official 
policy is "to increase the rate of production /there/ to the highest 
sustainable rate consistent with current convention.il practices, in 
order to make the inaxiTOirai contribution to the current account of 
Mexico's balance of payments."—^ 

At the same time, it will be difficult to hold down imports, 
especially' if it proves jmpossible to hold do\m public spending. 
Equally important, interest payments on the. external debt are bound to 
rise as the debt increases. All told, any improvement this year in the 
balance of payments on current account is likely, at best, to be rather 
moderate, and- there is a possibility that some further deterioration 
may occur. 

For the longer tun, there are reasons for somewhat more optimism 
A new Administration will take office in December, following the expected 
election of former Finance Hinister Jos€ L6pez Portillo as President in 
July. The change in Administration may be the occasion for the, adoption 
of stronger anti-inflationary measures if, as seems likely, the new 
President's Finance Ministry experience leadis him to attach more im- 
portance than his predecessor to the financial consequences of his 
political decisions. In addition, in 1977, it is expected that a large 
new copper mine now urider development will begin to contribute substan- 
tially to the export picture, 

1/ Prospectus for $50 million Issue of Mexican Government Bonds, dated 
February 19, 1976, p. 14. . . - . 
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Tabic 3 
-Mexico - Petroleum 
Exporf.s nii.'l Imports 
(in raillion dollars) 





1 


9 7 4- 




1 


9 7 5 £/ 




Exports 


I.v.iports 


Balance 


Exports 


Imports 


Balance 


Crude Oil 


61.9 


76.4 


- 14.5 


393.3 




+393.3 


Natural Gas 






+ .1 








Refined Products 


62.0 


240.5 


-178.5 


23.7 


225.7 


-202.0 


PetrochemiGals 


9.5 


74.4 


- 64.9 


4.3 


57.5 


- 53.2 


Total 


133.5 


391 r3-^^ 


--257.8 


421.3 


283.2 


+138.1 



P/ preliminary 



Source: Prospectus for $50 million Issue of Mexican Government Bonds, 
dated February 19 i 1976, p. 15. 
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< . But until tliese developments occur, uncertainty will 

continue to produce periods of nervousness in the Mexican foreign ex- 
change market, lie i;-h toned by questions as to whether Mexico can raise 
enough financial lesources in external markets to cover its needs. 
The question whether the peso should be devalued is receiving increas- 
ing attention in private circles. The principal argument in favor of 
devaluation is t!iaf, over the last three years, the rate of inflation 
in Mexico has e::cecdcd the rate* prevailing in the United States by 
an average of about 9 percentage points per year (as measured by the i 
respective consumer price indices) and a large differential is likely / 
to continue for at' least, another year, and that this is interfering • I 
with the competitiveness of Mexican exports. On the other side, it 
is argued that tlio dollar-peso rate has remained unchanged for 22 years, 
that its alteration would Jje^a .shock to^:i^reigners who have invested 
large amounts in peso-d(Sttekn?.fiated accounts in Mexican financial institu- 
tions and would close this source of external financing for many years 
(for fear of nev? devaluations) , that the internal burden of seirvicing 
the country's huge foreign debt xrould be greatly increased, that exports 
of raw materials (still the bulk of the country's exports) are traded 
at world pric.cs which would not be affected by a devaluation, that 
there is little or no .excess industrial capacity with which to increase 
manufactured exportSj and that a devaluation would set off an upsurge 
of inflation as prices of imported goods (in pesos) would increase and 
prices of domestically produced articles would go up in sjrmpathy - '■T.-v 
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(presumably more for psychological reasons than in response to cost 
increases)— in effect leading to what is called the "argentinization" 
of the Mexican economy. 

The authorities are detemined to defend the current* dollar- 
peso exchange rate. Their principal line of defense is the country's 
reserves which amounted to more than $1.6 billion on March 29. The 
country's credit tranches in the International Monetary Fund total \ 
about $626 million (including the 45 per cent addition approved at • 
the recent Jamaica meeting of the IMF's Interim Committee), but not^ 
all of it would be available without the adoption of corrective policy 
measures aicceptable to the Ftihcl. The Bank of Mexico's swap arrangement 
with the Federal Reserve System is for $360 million, having been doubled 
in August 1975« Mexican drawings under the swap have. occurred twice 
before, in August 1974 and in September'"'^75. Both drawings, for 
$180 million in 1974 and-^fpf $360 million in 1975, vreve repaid before 
they came due at the end of three months. The Bank of Mexico also has 
a swap arrangement with the US Treasury, the amount of \rfiich was in- 
creased from $200 to $300 million at the end of 1975. But this cannot 
be drawn upon until after the swap line with the System, has been fully 
drawn. The country appears to be able to continue to borrow in inter- 
national markets, and this may be important in helping to repay short 
term obligations. 
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Whether the defense of the peso will ultimately succeed 



"fsTikely to depend importantly bn the ability of the authorities to 
prevent ^tj^^^l^s^J^position from^ getting out of hand, and eventually 
-J^"* to restore a sound fiscal and moijetary policy. 



I 



epa«ed~by^¥ves-Marorti 

Division of the International- Finance 
April 14, 1976. 
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THE SECRETARY OF THE TREASURY 



WASHINGTON ZOZZO 



May 24, 1976 



^THE PRESIDENT HAS SEEU. 




MEMORANDUM FOR THE PRESIDENT 

Subject: Trip to Chile, Brazil and Mexico 



The purpose of my trip was to explore ways in which 
we could develop closer economic ties with the countries 
of Latin America. Economic cooperation in Latin America 
can bring not only economic benefits to the United States 
but also can assist us in our foreign policy goals in that 
part of the world, have been able to develop such a 

parallel economic and political approach in the Middle 
East, and based on my experiences in these three countries, 
I believe we can. also do it in Latin America. 

Each of the countries I visited poses a different 
set of problems, but I completed this trip very optimistic 
about the economic potential in Latin America. I met with 
President Pinochet in Chile, President Geisel in Brazil, 
and President Echeverria in Mexico,,\JkAS well as having 
extensive discussions with their economic leaders. In 
each of the countries,^ I,. made it clear that I was not 
bringing additional aid' commitments , but rather that I 
wanted to find ways we could help the countries to help 
themselves. 



The government in Chile is taking firm economic steps 
to restore stability and economic growth to the country. 
Its .Finance Minister, Jorge Cauas, inherited an economy 
that" was characterized by (a) high inflation, (b) the 
inability to service its foreign debt obligations, 
(c) declining output, and (d) labor crises in many sectors. 
Most of these problems were the direct result of excessive 
domination and intervention of the previous Allende 
administration. Minister Cauas and the current economic 



Chile 



EYES ONLY 



DECLASSIFIED 



E.O. 123:^6. Sec. 3.4. 



By U>- MARA Date 



EYES ONLY 



- 2 - 



team have taken firm economic steps and have demonstrated 
a clear desire to bring greater economic freedom to the 
country. They have removed most of the price, foreign 
trade> and other economic controls that existed previously. 
As a result of these policies and despite extensive 
obstacles, Chile has made considerable economic progress. 
The country has been able to double its non-copper exports, 
increase its agricultural production, and resume full 
payment of its foreign debt. Economic problems certainly 
remain. Chile still faces high inflation and high levels 
of unemployment, but based on my discussions, I feel that 
both of these problems should be improving this year. 

Without offering any foreign aid, I was able to 
support these efforts toward greater economic freedom and 
I made it clear that the United States is interested in 
Chile's well-being. At the same time, however, I was very 
direct in telling the Chilean Government that we will not 
be able to help, and that they would continue to lose the 
support of others, unless, they demonstrated that they are 
committed to ensuring human rights. We had had extensive 
discussions in Washington on this subject before I accepted 
their invitation to go. Here in Washington, and again in 
Chile, they emphasized that they were committed to ensuring 
human rights, and during my visit, I think we were able 
to agree on some significant concre^,e steps toward that end 

(1) They announced . the release of 49 prisoners and, 
more important, stated' that the momentum of the "parole 
program", under which prisoners are released, would be 
increased. In fulfillment of that commitment, they 
announced the release of another 50 prisoners just last 
week after my visit. I believe more will be coming. 

(2) They announced that they would meet with the 
working group on the U.N. Commission on Human Rights to 
work out procedures for a group to visit Chile. 

(3) They announced publicly for the first time that 
they had tried and sentenced officials who had abused 
prisoners. 
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This is certainly not the end of what is needed on 
the human rights issue in Chile. A state o£ seige still 
exists there under which they still may imprison people 
without charge. However, I do think that we got an 

important message across -- namely, that they must do more 
or they will continue to lose the support o£ the United 
States and others. President Pinochet agreed with this, 
and I feel that the things. they did while I was there 
and afterward are solid steps in the right direction. I 
believe it is a mistake to focus on the number of prisoners 
released, whether it is 50 or 30 or 100, but rather to 
focus on the process under which human rights will be 
respected. In this regard, I think we have made good 
progress, and it would be a .grave mistake to impose 
sanctions now. In this regard, we must resist current 
Congressional efforts to cut back our economic support to 
Chile, especially when they seem to be moving fdrward. 

Brazil 

Brazil offers great economic potential and certainly 
is playing a central role in Latin America. Henry Kissinger 
visited there in February and established a consultative 
mechanism to provide political impetus to our relationship. 
During my visit> we were able to reach agreement on 
important bilateral issues which sJidVrld help us to expand 
trade and investment betwieen the United States and Brazil. 

In the trade area, "we agreed on the following: 

(1) That Brazil would phase-out its subsidy progran 
which has resulted in an unfair trade advantage for 
Brazilian products. 

(2) That as a result of this action, we would act 
to further liberalize trade by agreeing not to reevaluate 
pres.ent countervailing duties on footwear until the last 
quarter of 1977; and by waiving countervailing duties on 
leather handbags, effective July 1, 1976. In addition, 
with respect to soybean oil, we resolved the threatened 
action by the U.S. industry. Based on the Brazilian 
government's action, the U.S. industry announced they 
would not file a complaint. 
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In the investment area, we agreed to work together 
to facilitate U.S. private sector investment in Brazil. 
They gave me a list of key Brazilian projects in areas 
such as iron ore, oil, hydroelectric power, copper and 
agriculture, and I am distributing these to the private 
sector here in the United States. V/e also arranged for a 
negotiation of a double tax treaty which will be an 
important step towards increasing investment. A team from 
Brazil will visit Washington in June to negotiate this 
treaty. 

I believe these agreements will mark a new level of 
cooperation between the United States and Brazil. In 
order to ensure that the relationship grows, Finance Minister 
Mario Simonsen, and I established a formal mechanism, under 
the framework of the memorandum which Henry Kissinger 
signed last February. It involves the establishment of 
a consultative group on- trade, investment and financial 
issues which will meet regtflarly. In this way, I believe 
that we have properly jlnstitutionalized the important 
economic relationship between Brazil and the United 
States. 

Mexico * , 

I had extensive discussions with Finance Minister 
Mario Betetta and other .economic officials about the 
economic situation in Mexico. Recently, there has been 
a great deal of speculation about the Mexican economy and 
the peso, with the press reporting that- the peso was about 
to be devalued. I thought it was important that the focus 
of attention be shifted away from the value of the peso 
and towards the underlying economic policy that Mexico is 
adopting. The Mexican officials explained to me the 
measures they are taking to bring public sector -spending 
under better control. This, along with limiting wage increases, 
is the key to Mexico's current economic program. They 
indicated that the increase in public sector expenditures 
had slowed, revenues had risen and the budget deficit had 
been reduced in the first four months of 1976. Further, 
the current account deficit in the first quarter of 1976 
had improved, with exports increasing by 20% over the 
first quarter of 1975, while imports were falling by 2% 
over the same period. 
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I believe the Mexican g<^vernment knows what needs 
to be done economically, and -I think the prospects are 
g^QO.d^for- a j^i-^ni-ficant reduct>ion in the level of inflation 
arid'^iff th'e curren^jj^q^Pi^R^ I am particularly- 

encouraged about' the benefitsj that can flow to the Mexican 
economy from increased oil production. They have the 
potential for exporting over one million barrels a day 
by 1980 which at SlCf'ta^b^Sireli would provide annual 
revenues of about $4 billion. » There have been recent 
press stories that Mexico had; decided to join OPEC and we 
discussed this maf^ter^v.. They told me that they had not 
decided to join. "''''TH'eV 'ar'e very well aware of the drawbacks 
of their joining; the principal one of which is that they 
would lose their ability to set their internal oil policy, 
i- be-Heve" tfrai:"MSTiiC:'c»'"5ffers one sound, alternative source 
to OPEC in the future and we should be encouraging Mexico 
to develop their oil potential. 

Overall, I was delighted with the results of this 
trip. I view it as another step in strengthening the 
understanding of U.S. economic policy abroad. These 
countries have welcomed your trade decisions which clearly 
demonstrate that we are not turning protectionist. In 
the months ahead, we should be encouraging policies like 
that, throughout the world. 

William E. Simon 
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NATIONAL SECURITY COUNCIL 



MEMORANDUM FOR 

FROM: 

SUBJECT: 



Two weeks after Mexico's decision to float the peso -- effectively a 
40% devaluation at this point -- there are signs that the experiment 
may be turning sour. The measure can only improve Mexico's inter- 
national economic position if followed by appropriate corrective 
domestic policies. But such policies do not appear to have been 
devised as yet. The burden will fall on President-elect Lopez Portillo. 

Backgrotmd 

The devaluation surprised Mexicans as well as foreigners. The 
symptoms of over -valuation were many and visible, but it was generally 
thought that the Mexicans would continue their^j;4stly foreign borrowing 
(roughly $5 billion per year) Tintii earnings from oil exports corrected 
the imbalances in the trade accounti • (Trade deficits have been running 
above $3 billion. ) In the meantime, however, the costs were high in 
terms of both debt service and of economic growth, as capital flight 
($200 million per month) reduced investment and job'creation. Budget 
deficits financed partly from abroad fueled inflation, which has averaged 
17% in recent years. 

The Announcement 

The announcement was made on the eve of President Echeverria's final 
State of the Union address. Echeverria emphasized the long-term bene- 
fits of a more competitive international position, noting that exchange 
rates must reflect fluctuating economic conditions. It was justifiable 
to borrow money to invest, Echeverria said, but not to increase consump- 
tion, and certainly not to finance capital flight. 
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ROBERT HORMATS x^rv^""'-. 

The Mexican Float-- f . 

Many Unanswered Questions 



Echeverria also outlined measures to insure that the domestic impact 
of devaluation was cushioned. Selective salary increases wovild protect 
wage earners, price controls would be applied to basic consvuner items, 
and interest rates would rise for savers and remain stable for small 
borrowers. Inflation would be controlled by cutting back non-essential 
budget expenditures and limiting the growth of credit. Taxes wotild be 
imposed to reduce the windfall profits of exporters. 

Reaction 

The initial reaction in Mexico was mild. The government moved 
ostentaciously against retailers who took advantage of the confusion to 
jack up prices. Informed business circles were reassured by the 
availability of $1 billion of IMF money to bolster exchange reserves, 
and more through U.S. swap arrangements if necessary. But now 
pressures are building. Labor organizations, at first seemingly unaware 
of the implications for the standard of living of wage earners, are now 
expressing their concern stridently, and there is considerable uneasiness 
about implementation of the announced stabilization measures. Prices 
of basic items are now rising sharply; and confusion is increasing in the 
absence of firm and visible government action. 

Internationally, the peso seems likely to stabilize at the new rate of 
roughly 20 per dollar, which the Bank of Mexico is supporting. On the 
first day of free trading in Chicago, futures seti^^d at tiiis spot rate, and 
the Finance Minister has now' indicated it may become relatively fixed. 

Potential Problems. 

The most immediate issue is whether the devaluation will correct Mexico's 
distorted payments position. The success of the devaluation depends 
primarily on the extent to which the government reduces liquidity and 
consumption in a politically tolerable way. A devaluation cannot be 
successful without some degree of austerity, since the inflation which 
made it necessary must be treated simultaneously through monetary and 
fiscal measures. Moreover, the capital reflow resulting from the 
devaltiation must be neutralized to prevent an increase in the money 
supply. In addition, import prices will obviously be higher immediately, 
intensifying the need for domestic restraint. To correct this requires 
a lower level of deficit spending and a reduction of the money supply, 
which together will lead to lower real incomes. Echeverria' s rhetoric 
emphasized working together rather than sacrifice, and protection from 



negative effects rather than tightening up to fight inflation,* and Embassy- 
Mexico City reports that the realization that things are going to be 
tighter seems not to have taken hold. The austere budget being planned 
by Lopez Portilio may thus come as a shock. How firmly he will be able 
to hold to the wage and price guidelines which will be necessary to make 
the devaluation work is a key question. Insufficient control will simply 
re-create the conditions whi ch lead to the crisis. Firm control, on the 
other hand, could create problems with the less affluent mtk on the other 
side of our southern border. 

A second question is the response of the international sector. Mexico's 
import requirements of capital goods and raw materials would appear to 
be relatively inelastic -- i. e. , they are essential to economic growth 
and production and will be imported no matter what the price. In this 
case imports may not fall in volume, and they will certainly rise in price 
terms even at constant volume. Further, the country's exports cannot 
expand rapidly if they are now being produced at capacity, as is the case 
with at least some products. Thus it will take adroitly designed and 
administered incentives to insure that the devaluation has the desired 
effects on earnings and production in the medium to long term. 

Another question, one which has 'immediate implications for U.S. investors, 
is whether the devaluation portends a shift on the part of the Mexican 
Government from financing development through foreign borrowing 
which they clearly realize had reached unhealthy^ levels -- to a new 
strategy of encouraging equity, parti^cipation of-^He foreign capital which 
will be attracted by the more favorable exchange rate. 

We will also have to be aware that the increased competitiveness of 
Mexican exports to this country may result in complaints from U. S. 
manufacturers of affected products, with corresponding demands for 
increased protection. This may test our established policy of objective 
review of these cases on their economic merits. The removal of export 
subsidies, made possible by the devaluation, and the imposition of higher 
export taxes to reduce windfall profits, should if anything increase the 
"fairness" of Mexican competition. 

Finally, we can expect that as things get tougher at home for poorer 
Mexicans and the dollar earned abroad buys more for the family back 
home, the U.S. labor market will become even more attractive to 
"illegals. " This will result in additional calls to end the displacement 
of U.S. workers by cracking down on immigration laws, already a 
delicate element in U.S. -Mexican relations. 
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MEMORANDUM FOR THE PRESIDENT 

Subject; Financial Arrangements with Mexico 



SUMMARY 

The Treasury and the Federal Reserve are today- 
announcing new arrangements which will make up to 
$600 million in additional funds available to the 
Government of Mexico to counter disorderly market 
conditions. These funds are being made available on 
an interim basis to cover possible Mexican needs until 
credit can be disbursed by the International Monetary 
Fund (IMF). The necessary groundwork has been laid., 
with the IMF management to enable Mexico to obtain 
future support from the IMF. I believe the arrange- 
ments we have concluded will have important psychological 
benefits in helping to calm the market situation in 
Mexico. They will also serve as a demonstration of con- 
tinued U.S. political , interest in Mexico, At the same 
time, the security of our funds is..,-^sured by the agree- 
ment of the Government of? Mexico to repay any drawings 
under these arrangements within 10 days of the receipt 
of funds from the IMFJ .. 

BACKGROUND 

The actions we have taken implement the steps outlined 
for you in my memorandum of August 24. The Mexican Govern- 
ment has abandoned its unrealistic exchange rate and is 
■introducing a number of major changes in its economic pol- 
icies . It has had a series of intensive discussions with 
the staff of the International Monetary Fund and the Managing 
Director has today written the Mexican Finance Minister 
stating that in his view the Mexican program is sound and 
adequate to overcome Mexico's balance of payments problem 
within a reasonable period and that the program will enable 
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Mexico to re-establish a stable economy over the long 
run. The IMF will novi proceed to formal consideration 
of Mexico's request for credit arrangements which could 
eventually make up to about $1.2 billion available over 
a period of approximately tliree years. 

It may be several weeks, however, before the first 
portion of the IMF money available to Mexican authorities 
under its existing rights to borrow funds from the IMF will 
be disbursed. In the meantime, the Mexicans needed assur- 
ance that funds would be available to deal with possible 
disorderly market conditions. A new $365 million U.S. 
facility will meet that need. Under the $365 million agree- 
ment, drawing facilities will be available for a period of 
up to three months or until Mexico is authorized to draw 
from the IMF an amount of currencies .approximately equal 
the the $365 million level, whichever occurs first. 

In addition to the $365 million facility, we have 
established a separate $235 million facility which will be 
tied to additional credits to be provided by the IMF during 
1977. Mexico's eligibility to obtain additional resources 
from the IMF will depend on IMF management judgments about 
the actual performance of Mexico's stabilization program 
over the medium term. Once of f icial^^I>1F approval is given, 
the $235 million will. enah,le Mexico''~to draw money from the 
United States in advance of its actual receipts from the IMF. 

Under both agreements we have included provisions 
which protect the security of U.S. funds. Under each 
agreement, when the IMF funds are disbursed under the cor- 
responding IMF credit program, any drawings from the United 
States facility will be repaid within, ten days. In addition, 
as Mexico draws from the IMF facilities, the amount available 
under our respective facility agreements will be reduced 
accordingly. 

Our long-standing, but unutilized, stabilization 
agreement with the Mexicans remains in effect, although 
we have shortened up the terras on which they can borrow. 
That agreement allows the Mexicans to draw a total of 
$300 million, $150 million of which can be used directly 
by the Mexican government and another $150 million which 
must be deposited in the United States. In addition, the 
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Mexicans have a swap arrangement of $360 million with 
the Federal Reserve System, the full amount of which 
was dra\m in July of this year. At the option of Mexico, 
they may repay up to $180 million of this swap in advance, 
in which case the Federal Reserve will participate up to 
that amount in the $365 million facility announced today. 
If the Federal Reserve does not participate in this new 
arrangement, the full amount of any Mexican drawing will 
be provided by the Exchange Stabilization Fund. 

The Mexican government has embarked on a difficult 
undertaking. Over the next two years they need to imple- 
ment significant internal economic adjustments. The neces- 
sary adjustments will not be easy, and there will be 
individuals and sectors of the Mexican economy who will be 
hurt in the process. Thus, the government will be under 
severe internal political pressures. By providing the 
Mexican government with these borrowing facilities to 
enable them to deal with disorderly exchange market condi- 
tions, we hopefully have reduced a potential source of 
external instability. ' 




BE STRIGTBS 

Comments on the Mexican Program 
in the Light of Recent Developments 

The Mexican program negotiated with the IMF staffi^ is a 
very comprehensive one covering all facets of economic and financial 
policy. It will require a considerable amount of austerity for the 
three-year period over vAiich it will be phased. This period begins 
January 1, 1977, and there are no policy understandings between Mexico 
and the IMF for the remainder of 1976. This hiatus for the next three 
months reflects the fact that the present Mexican administration will 
be leaving office on December 1 when President-elect Lopez Portillo is 
scheduled to be inaugurated. Apparently, outgoing President Echeverria 
was willing to take the blame for the devaluation, but not for the 
austerity measures which the situation requires. The result may well 
be an erosion of the advantages expected from the September 1 devalua- 
tion before the austerity program begins to take effect. Recent de- 
velopments in Mexico described below would seem to be in line with this 
assessment. If this trend continues, the peso, which is currently held 
within narrow margins by the Bank of Mexico, may well have to be 
allowed to float to a lower value in coming months. 



1/ A summary of the Mexican program will be found in a separate 
paper also being circulated. 
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Recent Developments 

The Mexican stabilization effort has gotten off to a shaky 
start. On the basis of rumors (officially denied) that (a) bank 
accounts would soon be frozen and (b) exchange controls were about 
to be imposed, a run on banks developed around mid-September, and the 
capital inflow of early September was reversed. While the panic has 
abated, withdrawals from banks continue. Our Embassy in Mexico and 
the banks themselves are receiving an enlarged volume of inquiries 
about investment opportunities in the United States. The demand for 
U.S. currency has also increased. 

Late last month, the Mexican government announced that the 
wage increase promised by President Echeverria on September 1 would 
range from 16 to 23 per cent. Organized labor, which had threatened 
a general strike unless the raise amounted to 65 per cent, agreed to 
this outcome when the authorities made it clear that prices of many 
consumer goods would not be allowed to rise by more than 10 per cent 
and that a freeze would be placed on others. These price measures 
were put into effect on September 27. 

However, this wage increase is in addition to the wage 
bargains currently being negotiated by individual employers and unions. 
These range up to 10 or 15 per cent, so that the total wage increase 
this year will turn out to be close to 35 per cent for most workers. 
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On September 29, the Mexican government tightened controls 
on public expenditures and placed new restraints on investment spending 
and on hiring of workers by the public sector. But the public sector 
must now pay the higher wages just announced, and the peso burden of 
its external debt service payments has jumped with the devaluation. 
It mil also have to cover the increased losses which public enterprises 
must incur as a result of the price freeze on essential goods and service 
sold by them in the face of higher costs. In this situation, the 
September 29 measures appear likely to provide only a partial offset to 
the continuing fiscal deterioration. 

The full extent of the program and the magnitude of the re- 
quired adjustments have not yet been spelled out for the general public. 
As a result, the public remains confused and skeptical of the Goveiniment' 
ability to prevent a further deterioration of the economy. The Govern^- 
ment's credibility has been damaged by the fact that the currency was 
devalued after repeated assurances that it would not be, and now its 
confident statements about the future are widely disbelieved. 

More significant measures than the newly announced restraints 
on public spending will be needed before confidence begins to return. 
For this, most observers believe that we will have to await the inaugura- 
tion of president-elect Lopez Portillo on December 1. 

The Long-Run Prospects 

The magnitude of the Mexican disequilibrium is such that a 
major shock would have to be administered to the economy if it were to 
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be corrected quickly. The decision to phase the adjustment over a 
three-year period will make the annual adjustments smaller and 
therefore easier to accomplish. But there is a danger that the will 
to practice austerity may gradually weaken before the objectives of 
the program have been fully achieved. If this should happen, there 
could well be some slippage in the country's economic and financial 
performance under the program. 

Indeed, the magnitude of the adjustment required, particularly 
in the budgetary area, is so large that some slippage may be inevitable. 
But even if the precise targets of the program are not fully achieved, 
the result should still be beneficial — unless the slippage is so large 
that the country ends up in effect with no program at all. 

MeKico's prospective drawings on the IMF under the Extended Fund 
Facility arrangement will be phased over the three years to which the 
program is to apply, and Mexico's eligibility to draw will be subject 
to- suspension if specified targets under the program are not met. 
This will give the Mexican authorities an added incentive to persevere 
in their efforts. The Fund staff will closely monitor Mexico's per- 
formance under the program and will conduct frequent reviews to deter- 
mine its continued eligibility. Should slippage occur and should 
eligibility be suspended, new targets must be negotiated with the Fund 
to restore the country's right to draw. This will provide flexibility 
in case of slippage and ensure that Mexico is not faced with an 
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all-or-nothing situation. In other words, if the unprovement expected 
under the program does not fully materialize, the door will be open 
to promote a more moderate measure of progress — one \diich, hopefully, 
will be attainable. 

This flexibility on the part of the IMF, though understandable 
carries the risk that the authorities, encouraged by Tmowledge that a more 
modest degree of progress may be forgiven by the Fund, will not exert 
their best efforts to carry out the original program, or will tend 
too easily to give in to domestic political pressures to relax their 
austerity policies. But this risk is probably the price that must be 
paid to avoid a complete break between the member country and the Fund 
in case of unavoidable slippage. 

The Mexican program is very specific in most areas of economic 
and financial policy, but it does leave a few things unsaid. One of 
these has to do with interest rate policy. In this area, there is 
a need for a rise in interest rates to make them positive in real terms 
and thereby enhance the attractiveness of peso assets to domestic and 
foreign investors. No such commitment or target is explicitly mentioned in the 
Mexican memorandum to the Fund. However, the Mexican authorities have ac-. 
cepted a commitment to pursue interest rate, credit, and reserve requirement 
policies that will permit the currency issue to increase by no more than 
the amount of any increase in the country's net international reserves, 
and within that constraint they have made a vague commitment to pursue 
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an interest rate policy aimed at retaining the largest possible portion 
o£ domestic savings within the countiry and inducing compensatory capital 
movements. Some more specific interest rate action might be particularly 
helpful in cushioning the capital outflows that have resumed at a 
steady rate over the past three weeks. In fact, Mexican interest rates, 
which are administered by the Bank of Mexico and remain fixed for sub- 
stantial periods of time, have not been increased since the devalua- 
tion. The last increase occurred only about three weeks before September 1. 

The most crucial task of the program must be to permit a shift 
of resources into the external sector. The program requires that strong 
steps be taken in this direction, especially on the fiscal, side. But 
even over a three-year period, the proposed reduction in the size of the 
public sector deficit is huge and must be thought of as quite ambitious. 
A large part of the public sector deficit iaay be found in the state 
enterprises, the social security system, the state and local governments 
and the Federal District. There may be great difficulties in bringing 
about the needed reduction in these sectors. 

If the reduction which is envisaged were achieved, it would 
allow the tightening of monetary policy that would support the aggregate 
demand objectives of the program and encourage a net inflow of capital. 
However, the measures needed to achieve the 1977 target for the public 
sector deficit may have to be so severe as to produce a recessionary shock. 
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This will severely test the will of the authorities to persevere 
on this course and may bring about social unrest. 



to end capital flight is another problem area. This may require the 
adoption of political and social policies \i*iich partially reverse the 
course followed in recent years — a difficult move to carry out. It 
may also require steps to overcome the credibility gap that seems to 
have been created by the decision to devalue after repeated assurances 
that there would be no devaluation. ' Should the flight of capital 
continue, this would jeopardize the achievement of the targets for 
external official financing and for the rebuilding of international 
reserves . 



The performance of real wages is likely to be the most critical 



element in determining the success or failure of the program. Holding 
down increases in real wages will help directly in reducing pressures 
on the balance of trade by restraining real constimption. It will also 
help improve the public sector finances since wages are such a large 
fraction of total public expenditures. But organized labor in Mexico 
is powerful and holding down wage increases will not be easy. Indeed, 
the shift of resources into the external sector could create significant 
difficulties with the incomes policy. 

Prepared by Yves Maroni 
Division of International Finance 
October 8, 1976 



On the external side, the restoration of confidence so as 
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To: Chairman Bums 



From: Ted Tnnnan 




At Governor Wallich's request I prepared 
the attached notes on the meeting on the Ifexican 
econcsoic situation that was held at Treasury 
yesterday. I have also enclosed a copy of 
Mr. Maroni's notes on the Mexican economic 
sittiation that were circulated to the Board 
earlier in the month. - Finally, you will find 
copies of the latest summary economic and 
financial data on Mexico that we have* 

If you would like to discuss with me any 
aspect of these miaterials this afternoon, I will 
be available. I will^also be available either at 
home or in nt^ oj^fice over the weekend. 
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E.M. Truman 
October 29, 1976 



NOTES ON MEETING ON THE MEXICAN ECONOMIC SITUATION 
(October 28, 1976) 

Participants ; Governor Wallich, Under Secretary Yeo, Messrs. Robichek 
(IMF), Cross (Treasury), Widman (Treasury), and Truman 



Note: These notes are not intended as a comprehensive treatment of the 
Mexican economic situation. They are based, on a meeting that was 
held at the U.S. Treasury at which information on the major 
features on Mexican economic performance was exchanged. (The 
discussion covered wage policy, exchange-rate policy, fiscal policy 
external debt, and short-term prospects.) However, along with 
the notes prepared by Yves Maroni on October 8, (copy 
attached) these notes serve to bring the evaluation of Mexican 
economic situation up to date to the extent that available data 
permit. A set of the most recent Mexican economic and financial 
indicators is attached. 

I. Wage Policy 

Mr. Robichek led off the discussion by commenting that the Fund 
staff has passed through several phases in its understanding of Mexican 
wage policy following the initial floating of the peso on September 1. 
First, there was fear that wage increases would eat away all of the 
competitive advantage to be derived from the depreciation. Second, when 
the Government announced agreement on a package of wage increases ranging 
from 16 to 23 per cent, this was regarded as favorable. Third, it was 
learned to everyone's disappointment that these adjustments were to be 
on top of regular wage bargains. On Wednesday, the statement was made 
in the IMF Executive Board that the government would encourage the re- 
opening of wage bargains that appeared to be excessive; no matter how 
desirable such a policy might it, it hardly sounds realistic. 
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Mr. Robichek explained his understanding of the situation. The 
roughly 16 million IJexican labor force consists of three, approximately 
equal groups: (1) workers who earn the minimum wage, (2) workers 
covered under normal collective bargaining arrangements, and (3) workers 
who are "self employed" who are concentrated at both ends of the income 
distribution. 

In Robichek' s opinion, the wage increase of 23 per cent granted 
to the first group were not excessive given that the last adjustment 
was on January 1, 1976 and assuming that a further substantial adjust- 
ment would not occur in January 1977. 

In his opinion, the major problem involves the second group of 
roughly 5 million workers covered under collective bargaining agreements. 
The one million government workers in this group had not received a wage 
increase since August 1975; therefore, Mr. Robichek did not think that 
the 21-23 per cent increase that they had now received was too worrisome. 
The big question mark concerns the other four million workers covered 
by collective bargaining agreements, who will receive a 16-23 per cent 
increase automatically. Here, case-by-case negotiations are now under 
way and no one can tell how they will come out. 

Mr. Robichek offered the following general observations. (1) 
His hope was now that the average wage in 1976 would be no more than 30- 
35 per cent above the average wage in 1975. (2) Over the first eight months 
of 1976 the increase in wages had been about 10 per cent. C3) Prior to the 
depreciation, changes in the cost of living were running at about a 15 
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per cent annual rate. (4) He had thought that the maximvim tolerable 1976 
wage adjustment given the depreciation was an overall increase of 20-25 per 
cent which he felt would have been consistent with an "equilibrium" 
exchange rate of 20 pesos per dollar — a roughly 40 per cent depreciation 
from the previous parity of 12.5 pesos per dollar. (5) While he did not . 
think that present wage situation was a disaster, he found it disturbing 
and still very uncertain. 

Mr. Yeo echoed Mr. Robichek's sentiments; he had gone from elation 
to gloom and was now in the middle. 

A question was raised about union reaction to the second deprecia- 
tion of the peso. Mr. Widman reported that he had heard that the (or 
some) unions had indicated that they would not seek to reopen the over- 
all wage bargain. 

II. Exchange-Rate Policy 

Mr. Robichek remarked that Mexico's exchange-rate policy since 
September 1 had been badly handled. First, they had managed the rate 
too heavily. Second, they had adjusted it after the initial depreciation 
in the wrong direction, i.e., forcing a small appreciation of the peso. 
Third, they had held the peg at 19.80 pesos too long. All of the official 
intervention that occurred was at pegged rates, which was contrary to 
the advice the Fund had given to Mexico. (The Fund paper on the 
Mexican drawings of their expanded first credit tranche and under the 
Extended Fund Facility states as an assumption that "the Mexican peso 
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will be allowed to float in the next few months with only limited net 
intervention by the Bank of Mexico, the latter 's net international 
reserves should not change much over the remainder of this year.") 

Mr. Robichek said that he was, therefore, relieved that the 
Mexican authorities had apparently now decided to allow the peso to 
float more freely. (The average quotation on Thursday was 25.90 pesos 
per dollar or a depreciation of over 50 per cent since August 31.) The 
question was what would be the market's reaction. It was a second and 
risker gamble. 

Mr. Robichek commented that the figures the Federal Reserve and 
Treasury had been receiving on Mexican intervention were an inaccurate 
indication of the change in Mexican reserves. These figures cover 
only net sales to banks by the Bank of Mexico. On the one hand, they 
do not include purchases of dollars from government enterprises in 
connection with their financial and other operations. On the other 
hand, they do not include payments to finance withdrawals from dollar- 
denominated accounts with Mexican banks. 

Mr. Cross off erred the estimate that the actual change in 
Mexican reserves since September 1 was on the order of minus $350 million, 
in contrast with the over $1 billion in reported "net intervention." 
Mr. Robichek reminded the group that no one had been able to obtain 
hard figures — the Mexicans are very hard to pin down. It was agreed, 
however, that hard figures were necessary in order to assess the damage 
inflicted by Mexican intervention policy. '""s-'r^""- 
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Mr. Robichek conraiented that the analysis of the intervention and 
reserve statistics was complicated by the fact that the Mexican situation 
was one of a large current account deficit, capital flight, and the need 
for large amortization payments all of which led to extensive external 
borrowing. (See Section IV below.) He also commented that withdrawals 
from dollar-denominated accounts were associated with persistent worries 
that these accounts would be blocked or taxed. 



so that he could take adjustment action later. (It was unclear to me 
whether he was talking, about exchange-rate adjustment or macro-economic 
adjustment or both.) He said that Fernandez Hurtado had been caught in 
a crossfire involving the present government, Lopez Portillo, and the 
unions. He, too late, persuaded the authorities to let the rate move; 
now he has not only lost a large amount of dollars but a psychological 
advantage vis-a-vis the market . His problem now was that he had to 
intervene to some extent to prove that he had not "run out of gas" or 
"exhausted his ammunition," but he could not afford to get trapped again 
(in the near future?) into pegging the rate. Mr. Yeo said he expects 
runs on the peso because observers realize that there is a high 
probability that at some point the Bank of Mexico will be forced to block 
the dollar liabilities of banks. 

III. Fiscal Policy 

As a prelude to the achievement ,of the objective under the 
Mexican drawing from the IMF Extended Fund Facility of reducing the --- 



Mr. Yeo commented that Lopez Portillo wanted to hold the rate 
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global public sector deficit from 9 per cent of GDP in 1975 and an 
estimated 8.2 per cent of GDP in 1976 to 6.0 per cent of GDP in 1977 
and 2.5 per cent of GDP in 1979, the Mexican Government on September 29 
announced the tightening of controls on public expenditures, new restraints 
on investment spending, and restrictions on hiring new workers by the 
public sector. 

At the meeting, it was generally agreed that everyone had 
received glowing reports on what was happening on the fiscal policy 
front, but no one had any specifics. It was agreed that such specifics 
were urgently needed. 

IV. External Deb.t 

Governor Wallich asked what information we had about Mexican 
debts that were. coming due. 

.Mr. Robichek replied that in his analysis he viewed the problem 
as having three components. The first component is borrowing necessary 
to cover the current account deficit estimated, by the IMP, at $4.3 billion 
for 1976 less long-terra capital inflows estimated at $1.2 billion for 
1976 — a net figure of $3.1 billion, (Note part of the long-term 
capital inflow is in kind, directly offsetting the cmrrent account 
deficit.) The second component is the amount that is necessary to 
cover amortization payments on external public debt. For 1976, he 
estimated these needs at $1.7 billion, including the assumption that all 
debt with an original maturity of under one year must be rolled over or 
refinanced once during the year. Adding these two components together 




one- gets a combined total of $4.8 billion ($3.1 billion in net current 
account financing plus $1.7 in amortization) or an average $400 million 
a month, which was the figure he worked with. 

Governor Wallich commented that Fernandez Hurtado had told him that 
they needed only $250 million per month. Mr. Robichek replied that this 
was an example of the problem of pinning the Mexican's down; what 
assumptions was Fernandez Hurtado making? He cited the example of 
Mexican statements that short-term credit lines of about $3,2 billion 
in mid- 1976 were "renewable lines of credit." But this was certainly 
not the way banks saw them. (In other words, if Fernandez Hurtado 
were including only the borrowing needed to cover the current account 
deficit net of long-term capital inflows, then the average monthly figure 
would be just over $250 million per month, using the IMF's estimate of 
the 1976 current account deficit, which is higher than the official 
Mexican estimate.) 

The third component in Mr. Robichek 's analysis of the Mexican 
debt situation is the potential gross outflows from the dollar liabilities 
of banks. As of mid- 1976, such demand liabilities were about $1 billion, 
and they rose somewhat thereafter according to reports, but we do not 
have up-to-date figures on these liabilities. Total dollar liabilities 
of banks were about $3 billion in mid-1976. Mr. Robichek made no 
attempt to include these amounts in his calculations of Mexican needs 
for external financing. However, everyone agreed that they were a 
critical element of the story on which current information would be^ 



obtained . 
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Mr. Yeo said that the situation was not entirely one of measuring 
Mexico's needs. Mexico needed to establish the proper "adjustment atmosphere." 
If they were faced with policy paralysis, or had a poor financial 
environment, or did not take needed adjustment actions, then they were 
headed for trouble no matter how comfortable the formal debt situation 
was. 

Governor Wallich asked Mr. Robichek what he knew about the $800 
million syndicated loan for Mexico; what was its role in all of this? 
Mr. Robichek said that this was designed to cover part of the residual 
financing of the 1976 public sector deficit. No new expenditures would 
be financed from it either in 1976 or in 1977. In principle, it would 
cover the $400 million per month in external financing needed during 
the last two months of 1976. 

Mr. Yeo said that we would be obtaining specific information on 
Mexican debts coming due. He also volunteered "the observation that it 
was a very confused situation, citing the experience he had the day 
before when first he was told Mexico was receiving $150 million from 
Deutsche Bank and later was told that the deal had been cancelled. 

V. Effects of the Mexican Program 

It was asked what evidence, if any, we had regarding the effects 
to date of the Mexican depreciation of the peso and the associated 
program on the balance of payments. It was agreed that we had none but 
would try to obtain seme. 




Mr. Robichek merely repeated" the figures in the IMF paper which 
indicate a gross external borrowing requirement of about $5 billion for 
1977 composed of $2 billion for the current account net of long-term 
capital inflows, $1 billion to add to reserves, plus about $2 billion 
for "amortization." (In other words, the rate of Mexican external 
borrowing in 1977 will on average be higher than in 1976. But the 
purposes will be different.) 

VI. Items not Mentioned 

The following items were not discussed at the meeting. 

A. There was no mention of the fact that Mexico has 
removed its export taxes imposed after the first depreciation of the 
peso and has reinstituted export subsidies. The second action would 
appear to violate the spirit, if not the letter, of the Mexican 
commitment to the IMF on commercial policy. 

B. There was no discussion of monetary policy. 

Attachment 
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Y. Maroni 
November 4, 1976 



Summary of Recent Information on the 
Mexican Economic Situation 

We have no statistical information on the Mexican economy 
for the period after the abandonment of the 12.50 peso-per-dollar 
exchange rate on September I, except for the price indices for 
September, In September, the national consumer price index was 
3.4 percent higher than in August, and 14.7 percent higher than a 
year earlier. The wholesale price index for Mexico City was 5.9 
percent higher than in August, and 12.2 percent higher than a year 
earlier. 

The measures taken ii^mediately after the introduction of 
floating on September 1 appear to have had mixed consequences. The 
23 percent wage increase came on top of increases already .granted 
during the year through collective bargaining, resulting in an 
increase in wages for the year averaging around 30-35 percent. The 
introduction of, export taxes and the abolition of the tax rebates 
for exporters have further raised costs for exporting firms. For 
those relying on imported components, the increased peso cost of 
imports represents an additional burden, only partly alleviated by 
the reduction of import duties. Under these circumstances, several 
American companies operating in Mexico have told the U.S. Embassy 
that their export competitiveness has been impaired by the devaluation 
and accompanying measures. 
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It would appear that this condition became sufficiently 
widespread to prompt the authorities to reduce the new export 
taxes effective on October 26 and to reintroduce selectively the 
system of tax rebates for some exporters. But the second devaluation, 
on October 28, dealt a new blow to firms with obligations denominated 
in foreign currencies. A few American firms have told the American 
Embassy that they were contemplating liquidating their inventories 
and reducing their operations to a minimum. 

The Mexican stabilization program agreed to in conjunction 
with the IMF Extended Fund Facility arrangement is not due to become 
operative until January _1. No commitments were made by the Mexican 
authorities regarding the (remaining months of 1976. However, there 
are some indications that revisions in certain program targets may have 
to be negotiated even before the program s^^jrts, as a result of the 
deterioration which has occurred since the program was formulated in 
A\igust-September. This appears to be especially true of the public 
sector target. The Government employees ' wage increase (totaling at 
least 23 percent) and other cost increases, together with lower income 
tax collections from firms hard hit by the devaluation and the 
accompanying measures, appear to have widened the public sector 
deficit for 1976, making it that much harder to reach the 1977 target 
for the public sector deficit to 6 percent of GDP. 

The authorities did announce steps to hold down public 
spending at the end of September, but their impact for the remainder 
RESTRICTED 
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of 1976 is expected to be limited. Their principal significance 
arises from the fact that they represent a signal for the future. 

It is encouraging that the second devaluation, on October 28, 
was not followed by demands for new wage increases. The fact that 
business has been adversely affected by the various steps taken since 
September 1 and that, as a result, something of an economic slowdown 
has apparently been triggered, may have influenced the labor leaders 
to take a more restrained attitude than after the first devaluation 
on September 1. However, another wage increase may occur on January 1 
when the minimum wage is due to be reviewed. 

The dominant characteristic of the current Mexican situation 
is that the general publid has lost confidence in the Government's 
pronouncements and in its ability to handle the economy's problems. 
The Echeverria administration has - less tti^^a month to go and is 
becoming. increasingly powerless to act. Meanwhile, the Lopez Portillo 
administration is not yet in office and the President -elect is not in 
a position to make public statements about his' intentions. As a result, 
there is not only a power vacuxim but also a lack of information con- 
cerning what the new administration will do. The Mexican program 
agreed to in conjunction with the Extended Fund Facility arrangement 
is not widely known, and ignorance fuels lack of confidence. 

On the external side, there is a wide divergence of opinion 
as to the size of the current account deficit in th6 current year. 
The Mexican authorities continue to speak of a deficit not exceeding 
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$3 billion, while the IMF staff is projecting it at $4.3 billion. 
Actually, the two estimates are not comparable because of differences 
in accounting for certain transactions. But the gap between the two 
is considerably larger than in 1975, when the official Mexican 
compilation put the deficit at $3.6 billion while the IMF staff's 
was $4,1 billion. I have discussed the IMF estimate for 1976 with 
the IMF staff and found that they assumed that the devaluation would 
have a negligible effect on the balance of payments in the last four 
months of 1976. Their estimate of Mexican imports is about 10 percent 
higher than the 1975 level, but this seems high considering that, in 
the first seven months of tUe year, imports were about at the same 
level as in the same period of 1975. My own guess is that the 1976 
deficit on current account (on the IMF basis) will be around $3.7 
billion. 
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* with additional credits negotiated from Che Compensatory 
and Extended Fund facilities, Mexico overall access to IMF 
credit could rise over time to $960 million. 
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Office Correspondence Date November 5, 1976 

Xo Chairman Bums SnhjeRt ; Mexican Swap 

Frnm Henry C. Wallich 



I have promised Fernandez -Hurt ado to call him today, 
Friday, November 5. It is my impression that he would rather be 
told "no" than to be kept waiting, because he must make immediate 
decisions about his rate. 

I spoke to Yeo, who is holding $150 million available 
without requiring prior drawing upon the Federal Reserve, and I 
have informed Fernandez-Hurtado of that fact. It is surprising 
that he should have been under the misapprehension that prior 
drawing on the Federal Reserve was required since Yeo is in daily 
contact with him. 

The information we have from Mexico does not indicate 
that they have unmanageable maturities before them, unless there 
are difficulties with rollovers. Thus there seems to be no clear 
and immediate threat to our banking system. There obviously is in 
the background a latent and very serious threat. In view of that 
contingency, I suggest the following approach: 

(1) Allow the Mexicans to draw on the Federal Reserve 
part passu with the Treasury up to $150 million, 

(2) The total to be made available should be paid out in 
small amounts, say, $25 or $50 million at a time, providing an 
occasion to talk to the Mexicans each time to restrain their inter- 
vention. . - v'T' 
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(3) Because there is no take-out, the Mexicans should maintain 
the dollar value of the pesos they give us by increasing the amount of 
pesos if the peso declines. This provision has a precedent in the 
maintenance-of -value clause of the IMF. It could be implemented in 

an approximate fashion, by rewriting the swap every week or every month 
at the then prevailing exchange rate if that rate had declined. We 
would then have full collateral for our loan. While it is unlikely 
that we would ever try to collect our loan by selling the pesos in the 
market, and while the Bank of Mexico could prevent us from doing so by 
blocking the peso account, nevertheless our position in negotiations 
with the Bank of Mexico, and perhaps also in the eyes of possible critics 
of the operation, would clearly be stronger. 

Scott Pardee has major misgivings about this approach. He 
argues that it would set a precedent for all other swaps and could also 
be applied to U.S. drawings under these other swaps. I see no necessary 
precedent or parallel, particularly since existing swaps contain some 
asymmetries, for instance, with regard to loss sharing. Also, we do 
not ordinarily offer a specific take-out in our own drawings. 

(4) We might examine with Femandez-Hurtado whether a swap 

of the sort which the Treasury holds available for a second $150 million 
would help Femandez-Hurtado. This second $150 million that the Treasury 
could supply would be kept by the Treasury as collateral, so that the 
Mexicans do not effectively receive any funds and the Treasury runs no 
risk. My impression is that the Mexicans can use this deposit for 
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inclusion in their required minimum reserves, allowing them to draw 
down their own reserve funds by an equal amount. Fernandez-Hurtado 
told me that he was concerned about violating his required reserve 
limit. Conceivably an arrangement of this sort with the Federal 
Reserve, also to be used only pari passu with the Treasury, could 
help him. 

Fernandez-Hurtado told me that he was trying to manage a 
trend in the rate with minimal use of resources. If he did not 
succeed, he would have to go out of the market in a few days. Yeo 
said that yesterday, Thursday, Fernandez-Hurtado made "a big push," 
presumably to set the rate on an upward trend, and failed. Yeo 
would be in accord with a policy of doling out funds piecemeal and, 
in general, going pari passu with the Federal Reserve. 




PRM-41 : 



Annexes 



1. 


Energy 


2, 


Trade 


3. 


Migration 


4. 


Border 


5. 


Population 


6. 


Mexican Economy 




Narcotics 


8. 


Security 


9 . 


Human Rights 


10. 


Nuclear 


11. 


Technology 


12. 


Investment 


13 . 


Fisheries 


14. 


Mexican Statements 



Lopez Portillo Speech of October 13 
"Mexico and the Wqrld" by Jorge Castaneda 




PRH 41 - Human Rights 



While it generally supports positive multi- 
lateral human rights initiatives, Mexico's domestic 
human rights record leaves room for significant 
improvement. At the same time, Mexicans have criti- 
cized the United States for human rights violations 
against Mexican-Americans and Mexican citizens in 
the United States. In the human rights area we want 
to continue our multilateral cooperation, manage a 
quiet and reasonable dialogue, and encourage human 
rights improvement on both sides without undue cost 
to our other interests. 

Background on Human Rights in Mexico 

Mexico's record on human rights is reflected in 
a complex set of policies and actions. In multi- 
lateral areas, Mexico generally supports positions 
to improve human rights in hemispheric nations, and 
follows this up by granting political asylum to the 
persecuted of those nations. The Mexican Government 
has not yet adhered to the American Convention on 
Human Rights. Their officials have informed us that 
they will ultimately sign it, though they have some 
reservations about its jurisdictional aspects. Al- 
though rather cautious about visits by the lAHRC, by 
the Red Cross and by private human rights groups, 
Mexico informed the 1977 OAS General Assembly that 
the Inter-American Human Rights Commission would be 
welcome to visit. Amnesty International was allowed 
to visit Mexico twice and the Mexicans have permitted 
the formation of domestic human rights groups. 

On the domestic side, Mexico's record is more 
complex and contradictory, with sizable credibility 
gaps between Mexico's professed policy and actual 
record. The Mexican Constitution and law support 
such basic human rights as freedom from torture or 
arbitrary errreat, the right to a fair trial, and 
freedom of speech and association. Mexicans take 
great pride in the social content of their Constitu- 
tion which guarantees the right to v/ork, education, 
food, labor union membership, collective bargaining 
and the like. However, confronted by the tensions 
inherent in rapid development, Mexico, like most 
countries, falls short in fulfilling its human rights 
goals. 
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The obstacles to Mexico's implementation of its 
human rights protections have their roots in poverty 
and in the political system which grew out of the 1917 
Mexico Revolution, The system is dominated by one party, 
the Institutional Revolutionary Party (PRI). While there 
has been scope for considerable debate and opposition 
within the PRI, the increasing rigidity of the political 
system and the concomitant rigidity of tha economic system 
has not left sufficient room for dissidence in the 
Mexican political system, thereby producing extremists 
and even terrorists. 

Today Mexico is faced with a terrorist movement 
(on a smaller scale than in the past and in many 
other Latin American countries) which calls for 
radical revolution and has engaged in kidnappings, 
bank robberies and murders. To meet this threat, 
the government has adopted a hard line to deal with 
suspected members of terrorists organizations. The 
principal anti-terrorist instrument is an ad hoc 
elite group reportedly consisting of some police and 
military elements and known as the White Brigade. 
In its drive to eradicate terrorists the White 
Brigade and other security force elements have some- 
times ignored the human rights of the suspects and 
Mexican judicial procedures. Human rights groups 
and opposition political parties have charged that 
the security forces have tortured and executed 
suspects and are responsible for the disappearances 
of as many as 200-300 persons over the last decade. 

While the emphasis of repression has been on 
those suspected of terrorism, occasional extra-legal 
actions by the security forces have also affected 
agrarian, labor, and student strike leaders. 

The Government of President Lopez Portillo is 
sensitive to these abuses and in an effort to heal 
the breaches in Mexican society caused by dissident 
groups dating back to 1968, sent the Mexican Congress 
a bill to provide amnesty for political prisoners 
early in September 1978. The law was passed' and 
promulgated in late September and has already bene- 
fitted about 200 persons although questions about 
the fate of some people who have disappeared persist. 
Because of certain restrictions contained in the law, 
its full impact on those who have committed violent 
crimes has not yet been determined. 

umriEo 
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Realizing the importance of renewing and 
opening up the Mexican political system, President 
Lopez Portillo has instituted a series of political 
reforms to increase the number of opposition politi- 
cal parties and their representatives in Congress. 
These reforms will be important in the process of 
advancing political freedoms in Mexico by giving 
dissidents a more active role in the mainstream of 
Mexican politics. It is not expected that the re- 
form for the foreseeable future will weaken the 
dominant role of the PRI. 

U.S. Policy Approaches 

General Improvement of the PS-Mexican 

Dialogue' 

Our approach to promoting further human rights 
improvement in Mexico is through encouragement of and 
cooperation with human rights groups, ranging from 
the lAHRC to Amnesty International, to Mexican human 
rights groups. Given the Mexican Government's 
support for human rights initiatives in international 
forums and the special sensitivity of Mexicans about 
being told what to do by the United States, it would 
be ill-advised and counter-productive for us to take 
Mexico to task publicly for its domestic violations 
of human rights. We will continue to use quiet diplo- 
macy on human rights. In the continuing dialogue with 
the Mexican Government on human rights developments 
we want to assure the Mexicans that we believe human 
rights violations in both the United States and Mexico 
are legitimate issues of discussion between our two 
Governments . , 

It is apparent that Mexico's implementation of 
its economic and social human rights will depend on 
Mexico's economic development. The distribution of 
income is now markedly uneven, with a large segment 
of the population lacking permanent employment or 
basic social services. Our policy is to support 
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Mexico's attempts to redress these human rights 
problems within the context of improving Mexican 
economic and political development. 

Mexican Adherence to the American Convention 
on Human Rights 

We continue to encourage the Mexican Government 
to adhere to the Convention, notwithstanding the 
legal difficulties which can, as in the case of United 
States adherence, be resolved through reservations on 
certain articles. Now that the Convention is in 
effect and a Court is close to establishment, Mexico's 
adherence would support its professed preference to 
resolve international problems through multilateral 
organizations. 

Improvement in Human Rights of American 
Pr isoners 



Despite the decrease in the number of American 
prisoners held in Mexican jails as a result of the 
prisoner transfer treaty of 1977, new arrests occur 
monthly and sometimes involve violations of our 
citizens' human rights by security forces. We con- 
tinue to press for improved treatment of arrested 
Americans, consistent with Mexico's international 
and bilateral agreements. 

Mexican Complaints About U.S. Human Rights 
Violations 



Within the framework of discussions on treatment 
of American prisoners we are prepared to discuss 
Mexican complaints about misbreatment of Hispanics, 
including illegal Mexican workers in the United States. 
The Mexicans have complained about a number of cases 
in which Mexican citizens and Mexican-Americans have 
been mistreated by federal, state and local authori- 
ties in the United States and allegations that they 
have not in all cases received full protection of 
American law or judicial procedures. 
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Mexican Support for U.S. Multilateral 
Efforts to Promote Human Rights 



We appreciated Mexico's privately expressed offer 
to support our human rights initiatives in the 1978-79 
UN General Assembly. To date there has been little 
opportunity for them to do so, but as Mexico seeks a 
wider role in international organizations we hope to 
be able to count on Mexico as a voice for balance in 
UN treatment of human rights. At the same time it 
should be noted that Foreign Secretary Roel, both in 
the 1978 OAS General Assembly and the 1978 UNGA, has 
staked out a position arguing that the protection of 
human rights throughout the hemisphere and the world 
should include protection of the human rights of 
migrant workers. 



November 21, 1978 
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THE WHITE HOUSE 



Decemiber ISt 1987 



WATKJMAt SECmrV VECJSWN 
PIRCCTIVE Z?I 

U.S. TOLICy TOWARP_ MEXICO (UJ 

A politlcaXl? Stable, ftconoolcally henXttiy. vul cooperative 
KaxicD is of crucial Importance to U«S« natibtiar sacurity. 
Therefore, it is U.S. policy to foster the pblitical stability 
and economic well-being of Hexlcoi to stren^en oar cooperation 
on issues of uutual interest and concern vitb.a 'view tQ 
overcoming our blLateral and multilateral differences r and to 
achieve better widArstanding and acceptance of O.&. foreign 
policy^ especially with »8pect to Central America and a 
reduction of narcotics production « transshipment # and 
distribution. The complexity and vital iviportance of our 
relationship with HexicOf particularly the harm to V.S, interests 
which would be an inevitable conse^pMnee of Mexican instability, 
require that greater attention be given to U.S. policies # 
programs and actions regarding HexicOi Vo support this 
policy, the President has made the following decisions baiad on 
the interagency study dated April 14, 1987, prepared In leBponse 
to »Btional Security Study Directive 5^87 1 fit 

1. The Xnteragency Group on Mexico , chaired by the 
A« Blatant Secretary o£ State Cor inter-Afterlcan Affairs, shall 
neet regularly to assure the fullest coordination of coherent and 
consistent policies, programs and actions regarding Hexleo. The 
executive s&cretary of the IG# designated by the chairman, vlll 
be the principal point of contact for all depertraents and 
agencies in assuring appropriate interagency coordination. 
Reports required by this HSDD shall be submitted to the Sxecutlve 
Secretary of the IG with a copy sent to the WSC. The functions 
of the Interagency Group shall include but not be limited to the 
following I iyi 

coordination of public statements ir meetings with 
tSexicon offioialSf and other actions by senior U.S. officials so 
as to suiintain a high-level dialogue in a climate which fosters 
cooperation, progress and mutual understanding ; 

avoidance, to the extent possible, of the U.S, b«coning 
a major issue In the I9S0 Mexican elections or of otherwiie 
strengthening el<Bent* in Mexico which are hostile to V*S. 
interests f 

beeiassi^ W OMXt /fP^^lD^'^ 
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— ' preparation of pluis for the 1988 luetlng of the U.S. 



— reviev and coordination of the Itnplennntatlon of otber 
XJmSm policies r pcograns and action a, including those descrlbfld 
belov, in order to assure tbajb aiteh IniplcnientBtion best supports 



3. The intaxnatlonal Standing COAmlttee of the National 
rrug policy Board vill r«vlav U.S. narcotlos cooperation toward 
H«)cico vlth a Tlew to strengthening all aspects of cooperation* 
Ttala aasesfiment should analyse the leval of personnel and 
financial resources and feconnend changas la their allocation 
coRBMnsurate with tha nagnitude of the voluaa of nascotlct 
entering the United states from Kexioo, This aiiesanent shall be 
■olaiiitted to the Interagency Group wltbln 30 days of the 
effective date of this MSDD* 

4. to strengthen U.S. -Mexican tirade and inveatnent ties, 
and support Kexico's economic recovery, the Economic Policy 
Council vfill examine proapects for establishing a spaclal trade 
and investment reletionahip with Mexico. The epc vill also 
examine developments in trade and investnent along the 

U.S. -Mexico border to detemine their effact on the overall 
bilateral eco]»»tiic relationship* the EPC shall submit its report 
within 3C days. 

5. The Secretary of the Treasury vill devise a long-term 
strategy for helping Mexico overccne its external debt probleau, 
including external financial support linked to progress on 
Hexican econooic refome, financing froo multilateral development 
ban)cs and private direct investment, to sttpplenent lending to 
Kuioo by private eenmkercial JMukks. 
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than 30 days £tim H5DD effective date* ^ 

6. The secretary of Stnta and the Attorney General shall 
assure that tbe S^iaaigration and Haturalizatlon Eefom and Control 
Act of is ijnpleniBnted vith minimal diaruptioA of bilateral 

relations with Hexioo* i^t^ 

7* TO achieve 9reater autual underataading between oux two 
societies! and oreater acoeptance of D.S. policies by the Mexican 
public and opinion leaders i the Direetoc of DSZA will report on 
the existing pcogxaia of int*r action already begun with Hexiean 
leaders to explain V.e* policies and outline our plans to 
increase this effort within approved Agency resource levels. 
QSXA progress report is due within 30 days from the effective 



9* The Secretary of DofAnee will devise a long-tentt 
strategy to strengthen relations with the Hexican niiitazy 
th£Ough ex^angea, visits and asslstanee in its siodemiaation . 
efforts* The strategy shall be submitted within 30 days. 

The IG will report the status of the actions taken in 
response to the foregoing decisions , and nake sped fie racoDnend> 
ations on how these subjects should best be treate^ at the I9ti 
Bkeetlng of Presidents Beagan and de la Madrid. JkSX^ 
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U,S* POLICY TOWARD MEXICO (U) 



KSDD-291 (Dee«»ib9r l$# l$d7K ooneerning O.S, policy toward 
KexlcQ, i« her«by aMUded by tJw subvtltution e£ the following In 
ll«u of i^tLCagrapn* 4 and 5 th«fcof t 



4. To stsftngtban U.S. -Mexican trade and Invastmsnt tl«s and 
support K«xico*8 economic racov«ryf the Economic Policy 
Council will exainlne prospecta fox building upon tlie U*S.- 
K«xlw FranaworX Agreement toward a apecial trade and 
invaBtaient ralatlonshlp vith Mexico. This examination viLI 
Inelude tbe impact of developi&enti in trade and inveeteaent 
along tba t).S. -Mexico border on the overall bilateral 
economic relationship* The Council will report to the 
Pzvaident any signif leant recoonsendatlons for further 
action. The Executive Secretary of the Council will )ceep 
the JG apprleed of developments on this issue. |>y 

5* The Secretary of the Treasury will continue actively to 

iaplement the long-tern strategy for helping Mexico overcoiae 
its extecnal debt problems while achieving sustainable 
econooio growth* This strategy includes external financial 
support linked to progress on Mexican economic reforms, vith 
financing froa multilateral development banks and private 
direct investment to supplsMnt lending by private 
coonercial banXi* sefineiaents to the strategy vilL be mads 
as needed cv«r time anil vlll bft littplefflg^^^^^j^|ii^atljn 
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